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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 





2, its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
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BUILDING BIG MEANS MONEY 


















The men who make the management decisions of America’s electric utilities know that thei 
dividual companies and their industry are up against the cisallenge of the most dramatic need for syste 
pansion and new construction we have ever seen. The population and economic growth projected for the 
ext clecade are the measure of the challenge. 


Building big means money. Where is the money coming from? Competition in capital markets is 
een and growing keener. Regulatory commissions—however conscious of the need for earnings adequate to 
tract new capital—must, in the nature of the case, stand as a check to rate increases. Earnings must continue 
) be under the pressure of higher wage costs. Where do we look for earnings in our industry that will draw i 
he capital amounts the next decade will demand? 


pa We look surely, where we have always looked—to increased efficiency and to technical progress 
b th: production and transmission of our product. We count on maintaining the record we have achieved sa 
cce:sfully so far in meeting the nation’s power needs at costs so economical that—had other segments o 
hdusicy managed as well—we should today have no problem of inflation. 


The Moloney Electric Company, from the very beginning of the electric utility industry, hz 
aye:' its part in the making and the maintaining of this record. As the leading independent specialist in trans 
brm«: production, development and research, Moloney has had a share in every major forward step of trans 
brme: improvement. Moloney continues, in its particular and pinpointed area of excellence, to give assurance 
at “foloney’s resources, facilities, and production capacity will continue to be available to the electric utili 
duscry in the service of a growing nation. aaa 
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ACTORIES AT ST. LOUIS 20, MO., AND TORONTO, ONT., CANAD 





— off with the New Year of 
1961, we have a change in the top 
management of Public Utilities Reports, 
Inc., publishers of this magazine and 20 
other periodical and special volumes and 
services. After forty-seven vears of active 
participation in the work of this company, 
Mr. A. S. Hills has retired as president 
of the organization which he helped to 
found back in 1914, the vear before the 
first volume of “PUR” came into print. 
To his many friends in utility, regulatory, 
legal, and other circles of academic and 
professional activity throughout — the 
United States, Mr. Hills has long since 
become known literally as “Mr. PUR.” 
He will continue to act in an advisory ca- 
pacity, as business consultant, effective 
January 1, 1961. 


THIs seems a fitting time to pay tribute 
to the outstanding career of one who has 
devoted a lifetime to the close study 
and improvement of commission regula- 
tion in the United States. Mr. Hills’ in- 
terest in this subject goes all the way back 
to his days as an instructor at Harvard, 
from which he had graduated as a college 
student (AB, 1900) and at law (LLB, 
1905). Following a brief law practice in 
Boston, he became associated with the 
well-known New York law firm of Sulli- 
van and Cromwell in 1907. 





A. S. HILLS 






wth the Colitors 


In 1909 Mr. Hills joined the legal de- 
partment of the American Telephone and 
Telegraph Company, where he became 
head of the Bureau of Commission Re- 
search. In 1911 he conceived and imple- 
mented the publication of the “Commis- 
sion Leaflets,” which for many vears sup- 
plied the Bell svstem with regulatory in- 
formation. It was this service which led 
to the selection of Mr. Hills by a com- 
mittee known as the Utilities Publication 
Committee, and made up of Owen D. 
Young, Everett W. Burdett, Charles F. 
Matthewson, L. D. Howard Gilmour, 
Bernard Flexner, and O. B. Willcox, to 
establish a broad, national reporting sys- 
tem covering the rapidly growing activi- 
ties of the state regulatory commissions. 


A’ so it came about that a group, in- 
terested in this movement, gathered 
at Colorado Springs, Colorado, to plan 
what was to become Public Utilities Re- 
ports. In that group were H. Alexander 
Smith, later to become United States 
Senator from New Jersey, Daniel W. 
Knowlton, later to become chief counsel 
tor the Interstate Commerce Commission, 
and the late Henry C. Spurr, the first edi- 
tor of “PUR,” a post he occupied for 
many vears. The Reports were placed on 
the market in 1915, carrying the label of 
the Lawvers Co-operative Publishing 
Company of Rochester, New York, but 
in 1920 a separate company, Public Utili- 
ties Reports, Inc., was formed to take 
over the work. 


Wiru the establishment of Public Utili- 
ties Reports, allied activities naturally de- 
veloped and, under the guidance and ac- 
tive promotion of Mr. Hills, Pusric 
Urivities ForTNIGHTLY emerged in 
1929. The P.U.R. Digest came along in 
1933, the P.U.R. Executive Information 
Service in 1934, and various other vol- 
umes and services which now traverse the 
entire field of regulatory information. 
One of the most recent achievements, 
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buhout its service territory—in Ohio, 
s\lvania, West Virginia, Kentucky, 
inia, Maryland and southern New 


~ natural gas continues to be the 
erred fuel for home and industry. 
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serves a very special 
part of America 


Nsumed j 
United States. = 


THE COLUMB 
SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
120 EAST 41st STREET, NEW YORK 17, N.Y. 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG, PITTSBURGH 19, PA. : 


rounding out a life-long ambition of Mr. 
Hills, was the establishment in 1957 of 
The P.U.R. Guide, which, every year, pro- 
vides an educational opportunity for thou- 
sands of employees of public utility com- 
panies throughout the United States to 
become more fully informed about the 
organization, operation, financing, man- 
agement, and regulation of public utility 
industries. 


A: we go into a New Year, which we 
hope will be happy and are sure will 
be fateful, we again publish the annual 
outlook and forecast article by our editor, 
Francis X. WetcH. For twenty con- 
secutive vears Mr. WELCH has been do- 
ing this sort of thing and—including his 
average of 90 per cent for predictions in 
1960 (see page 3)—a little checking back 
on former articles indicated that the over- 
all batting average of our “house prophet” 
is pretty high. It was never lower than 
75, for 1956, and on two occasions a per- 
fect score of 100 per cent (in 1952 and 
1958). The overall average turns out at 
87.34. per cent. This compares pretty 
favorably with some of the other profes- 
sional prognosticators, and ought to en- 
title our editor to some kind of a mem- 
bership card in good standing with the 
soothsavers’ union. 


Be that as it may, the vear 1961 prom- 
ises to be an exciting one and although 
our readers may not be happy with all 
the forecasts made in the opening outlook 





JAMES B. CHANNING 


PAGES WITH THE EDITORS (Continued) 


article in this issue, it will at least start 
them off with something to think about. 
And so here we are, off on another twelve 
months with quite a few forecasts on the 
line and ready for the proof of time. 


* ok *k * 


. ewtery in the spirit of the political 
tone of the opening article is the 
one beginning on page 15, entitled ““Was 
the Power Issue a Casualty in Western 
Elections ?’’ This comes to us from JAMES 
B. CHANNING, editor and publisher of 
The Washington Voter of Spokane, 
Washington, who has made an analysis 
of various election results in the Pacific 
Northwest, all of which seem to indicate 
that the voters of that area have gone 
sour on the lure of government owner- 
ship in the power business as an omnipo- 
tent vote catcher. Mr. CHANNING is a 
native of New Jersey who has resided in 
Spokane most of the thirty-eight years in 
which he has been engaged in the news- 
paper field in varying capacities. His back- 
ground is in advertising and news serv- 
ices and also in trade association work. 
He is the co-owner of Trade Service 
(printers and publishers in Spokane, 
Washington). He saw military service in 
World War I. 


*x* * * x 


— starting off the New Year on a 
familiar and welcome tone is the 
entertaining article on page 26 from our 
frequent contributor of whimsical busi- 
ness articles, JAMES H. CoLiins, now of 
Washington, D. C., and formerly of 
Hollywood, California. Entitled “They 
Speak for the Company below the Salt,” 
this article studies the possibility of using 
apt employees of utilities to speak for 
their companies. Through modest train- 
ing of such employees the job of man- 
agement may become much easier because 
of a more understanding public. 


THE next number of this magazine 
will be out January 19th. 


t, Kellitin- 
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INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEES 


|The P.U.R. Guide 


® A new and different approach to the educational needs of utility employees — called 
“HE P.U.R. GUIDE—is now widely in use throughout the industry. Somewhat descriptively, 
tae GUIDE is referred to as “a journey of understanding.” It takes the user through the 
economics of public utilities and through many other non-technical phases of utility op- 
eration. It was organized by and is issued under the general supervision of an experienced 
staff of specialists. 
































» THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step story 
about the nature of the utility business, its important place in the American economy, the 
present conditions under which it is conducted, its day-to-day cbjectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arising 
in connection with organization, financing, management, operation and regulation. This pro- 
gram adds guidance to experience in the development of the company “management team.” 








Features of THE P.U.R. GUIDE 


® 50 issues of 8 pages (one each week) 























& Certificate of satisfactory completion 





& Glossary of words and terms and complete index 

® Ring binder embossed with enrollee’s name 

® Leader’s Manual for group discussion 

& Occasional reprints from Public Utilities Fortnightly 
> 


Enrollments on company order only 





Next Home Study Program Starts in February 


(Enrollment deadline January 31st) 








W. feel that even those who have been in the utility in- THE P.U.R. GUIDE program is the best basic public 
dus: y for many years can learn much by just reading the utility information series I have even encountered. 
atrial. Vice President, Gas Company 


District Manager, Electric Company 
Two things have particularly impressed me about THE 


We all feet that this “information program for utility . : 
Tee ae a P.U.R. GUIDE, First, is the complete manner in which 
a pn A a program that is needed in the public your editors treat the various topics; second the sim- 
- plicity in writing. 


Vice President, Gas Company Suphemek Be en 


I 1m sure that the total series of 50 will prove of ines- 


in: ble value to the utility industry. There is a definite need for such a type program in our 
Vice President and General Manager, industry. 
Telephone Company Training Assistant, Electric & Gas Company 


Those in charge of employee education or training may obtain further information from: 









PUBLIC UTILITIES REPORTS, INC., Publishers 
832 Pennsylvania Building * Washington 4, D. C. 











Coming in the Ui Lbbue... 


(JANUARY 19, 1961, ISSUE) — 





WHEN GOVERNMENT BECOMES LABOR'S BOSS 

Although the position of organized labor is sometimes and 
perhaps erroneously depicted as favoring public ownership ot 
public utilities, it is a fact that when the government goes into 
the business of making and selling electricity, organized labor 
shares with utility investors and management the problem of 
how to deal with the wall of sovereignty which the law throws 
around the state and protects it in all of its activities. How 
have union members and labor generally made out under 
government operations? The Honorable Robert A. Perry, a 
member of the Washington legislature, as well as an official! 
of a labor union representing utility workers, gives us a down- 
to-earth appraisal of what can happen to the workers, at least 
in the electric utility business, when government takes over. 


SHOULD PHILADELPHIA TRANSIT GO MUNICIPAL? 


Throughout the nation, especially in areas where the popula- 
tion of old established cities has sprawled into surrounding 
metropolitan areas, there has been much discussion about the 
inevitability of public ownership of transportation facilities. 
Privately owned transit, we have been told, can no longer cope, 
even with the aid of tax forgiveness or outright subsidies, with 
the economic strains and adversities of the modern mass trans- 
portation business. Dr. William J. McKenna, assistant professor 
of economics at Temple University, does not go along with this 
assumption, particularly in the case of his home city of Phila- 
delphia. He gives us some reasons for his opposition to th: 
campaign of Philadelphia Mayor Dilworth to secure municipal 
ownership of the Philadelphia Transportation Company. 


THE PROBLEM OF "DOUBLE ACCRUAL" OF PROPERTY 
TAXES OF PUBLIC UTILITIES 


The Internal Revenue Act of 1954 recognizes two basic meth- 
ods of accounting: the cash receipts and disbursements, and 
also the accrual basis system. Under the accrual system of 
accounting, entries are made in the taxpayer’s book and the 
item to be accounted for becomes a liability. However, diff- 
culty arises when tax-paying companies employing the accrua! 
method are allowed a greater deduction than those using the 
cash method, although the amount of the taxes might be the 
same. What happens, however, when a state law shifts the 
accrual date or makes some other change in the date of assess- 
ments or tax day so as to result in a double accrual? Eric 
Schenker, assistant professor of economics at the University 
of Wisconsin, Milwaukee, has made an analysis of this curiou: 
state of affairs. 














AND IN ADDI TION... Special financial news, digests, and interpretations of court 
ission decisions, general news happenings, reviews, Washington gossip, and other features of 





and 
interest to public utility regulators, companies, executives, financial experts, employees, investors, and 


others. 
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MINGTON RAND KARD-VEYER® FILING UNIT enables the operator 
handle customer service calls at the touch of a button! 


Ave your records been keeping pace with 
pe i emendous expansion of utility service 
recent years? Are you now “operating 
nc’ — working with uncentralized out-of- 
te -ecords that can’t cope with the massive 
mend for customer service caused by Win- 
‘breakdowns? You can up-date your filing 
npletely ... be ready for every emergency 
th Remington Rand Pushbutton Kard- 
ryer Units. Kard-Veyer Units enable you 
Increase reference substantially, and re- 


lease valuable floor space. Posting is practi- 
cally instantaneous ... speeding answers to 
customer inquiries... reducing the time re- 
quired to issue orders . . . improving service. 
For an illustrated brochure describing all Kard-Veyer 


models write Room 1301, 122 E, 42nd Street, New York 17, 
N. Y.—specify LBV811. 


Remington. Fland Systems 


DIVISION OF SPERRY RAND CORPORATION 








C4aukeble CE aerkhe 


“There never was in the world two opinions alike.” 
—MOoNTAIGNE 














ERNEST S. MARSH “Congress must soon adopt measures to put an end 

President, The Atchison, Topeka to the ‘attrition’ in the railroad industry before it 

& Santa Fe Railway System. reaches the point of crippling the economy of the entire 
country.” 





y 











WALTER L. Picton “The future pattern of regional growth and devel- 
Water expert, Department of opment will depend on the wisdom and foresight of 
Commerce. state and local areas in developing and allocating water 






for the optimum benefit.” 






* 






EDITORIAL STATEMENT “Lack of federal money is not the trouble with edu- 

The Wall Street Journal. cation. . . . The trouble lies deep in American attitudes 
toward education. The schools will be improved only 
when we as a people decide we want them to produce 
not cooks and social conformists but educated men and 
women.” 








. 













HARLEE BRANCH, JR. “Frankly, I am more concerned over the threat of 
President, The Southern inflation, growing out of massive spending programs, 

Company. than I am over a particular [government] project in the 
power field. These broad inflationary influences will not 
only affect our industry’s ability to meet its challenges, 
but, in the long run, could seriously impair the pur- 
chasing power of our people generally.” 


> 
















JaMEs M. SyMEs “The railroads stand at this moment at the cross- 
President, The Pennsylvania roads of decision—government decision—as to whether 
Railroad. they follow the free enterprise road with their illness 
corrected by proven American methods, or the social- 

istic road with alien remedies and exceedingly danger- 

ous implications . . . In all my forty-two years with 

the railroad industry, through depressions and two 

World Wars, I have never seen the outlook for the 
rail lines so alarming as it is now.” 


° 












Don G. MITCHELL “The biggest challenge facing the broad field of in- 
President, General Telephone strumentation is preparation for the future by antici- 
& Electronics Corporation. pating the problems of tomorrow. Instrumentation is 







the servant of the decision makers—the managers. 
The most useful instrumentation, however, is not that 
which confines itself to the chores assigned by others. 
It must anticipate new and growing needs, and it must 
call management’s attention not only to new problems 
but to old problems which had not been adequately 
identified before. . . . We [management] are no ex- 
ception to the rule that you need tools to do the job— 
and our most important tool is information. We have 
no crystal ball, nor are we psychic. All we need is 
information.” 
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Jan, 8-12—National Retail Merchants Asso- 
ciation will hold convention, New York, 


N. Y. 


Jan, 8-12 — Symposium on Thermoelectric 
Energy Conversion will be held, Dallas, 
Tex. 


Jan. 9-11—Reliability and Quality Control 
Conference, sponsored by AIEE, IRE, and 
ASQC, will be held, Philadelphia, Pa. 


Jan. 9-13— Pennsylvania Gas Association 
will hold gas industry exhibit at state 
farm show, Harrisburg, Pa. 


Jan. 11—Gas Appliance Engineers Society 
of the Midwest Chapter will hold meet- 
ing, Chicago Heights, Ill. 


Jan. 12-14—Edison Electric Institute will 
hold annual women's conference, Chi- 
cago, Ill. 


Jan. 13—Southern Gas Association, Research 
and Development and Employee Rela- 
tions committees, will hold meeting, El 
Paso, Tex. 


Jan. 16-17—Edison Electric Institute, Sales 
Division, Residential Wiring Promotion 
Committee, will hold meeting, Washing- 
ton, D. C. 


Jan. 17—New England Gas Association, 
Operating Division, will hold meeting, 
Boston, Mass. 





Jan. 17-18—Transportation Association of 
America will hold annual board and 
member meeting, Chicago, Ill. 


Jan. 17-19—Instrument Society of America 
will hold winter instrument-automation 
conference and exhibit, St, Louis, Mo. 


Jan. 19-20—Edison Electric Institute, In- 
dustrial Relations Committee, will hold 
meeting, St. Louis, Mo. 


Jan. 20—Southern Gas Association, Acci- 
dent Prevention Committee, will hold 
meeting, Mobile, Ala. 


Jan, 21-22—Annual Retail Advertising Con- 
ference will be held, Chicago, Ill. 


Jan, 23-24—Industrial Heating Equipment 
Association, Inc., will hold meeting, Dear- 
born, Mich. 


CHECK THESE DATES: 








Jan. 23-26—Canadian Electrical Association, 
Eastern Zone, will hold meeting of all sec- 
tions, Halifax, Nova Scotia, Canada. 








Jan. 23-27—Doble Engineering Conference 
will be held, Boston, Mass. 


Jan. 24-26—Georgia Radio and Television 
Institute will be held, Athens, Ga. 


Jan. 25-26 — Southeastern Electric Ex- 
change, Legal and Claims Committee, 
will hold meeting, Miami Beach, Fla. 


Jan. 26-27—Pennsylvania Electric Associa- 
tion, Structures and Hydraulics Commit- 
tee, will hold meeting, Philadelphia, Pa. 


Jan. 27—Pennsylvania Gas Association will 
hold midwinter sales conference, Phila- 
delphia, Pa. 


Jan. 27-29 — Women's Advertising Clubs 
will hold eastern intercity conference, 
Philadelphia, Pa. 


Jan. 29-Feb. 2— National Association of 
Home Builders will hold annual conven- 
tion and exposition, Chicago, Ill. 


Jan. 29-Feb. 3—American Institute of Elec- 
trical Engineers will hold winter general 
meeting, New York, N. Y. 


Jan. 30-Feb. 3—American Society for Test- 
ing Materials will hold committee week, 
Cincinnati, Ohio. 


Feb. 1—Advertising Federation of America 
will hold annual midwinter conference 
and congressional reception, Washington, 
i Sa 


Feb, 1-2— Edison Electric Institute, Sales 
Division, Commericial Cooking and Water 
Heating Committee, will hold meeting, 
Atlanta, Ga. 


Feb. 1-3—American Water Works Associa- 
tion, Indiana Section, will hold meeting, 
Indianapolis, Ind. 


Feb. 1-3— Military Electronics Convention 
will be held, Los Angeles, Cal. 


Feb. 2-3—American Gas Association-Edison 
Electric Institute, Accounting Conference, 
will hold final working meeting, Louis- 

ville, Ky. 


























Courtesy, Tennessee Gas Transmission Company 


Importing Gas from Canada 


Natural gas comes from western Canada via this 24-inch pipeline 
to the upper Midwest. It is a segment of a new 559-mile, 
$52 million pipeline system bringing gas to distribut- 
ing companies and cities in Minnesota, North 
Dakota, and Wisconsin by Midwestern 
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Washington Outlook 
for Utilities in 1961 


By FRANCIS X. WELCH* 


Most of us are probably weary of election post-mortems and political analysis, 
as such. But if we want to understand what is likely to happen in the next 
Congress under a new President with respect to particular interests, such as 
the public utility industry, it is necessary to use the benefit of 20-20 hindsight 
on why things turned out as they did in order to get some foresight on what 
will develop in 1961 and why. Here is an examination of the various factors 
which will have a part to play in the Washington scene in the year ahead. 


E have been hearing a great deal 
lately about mandates. Just what 
is a mandate? Judging by much 

of the political commentary which has 
been going around since election day, a 
mandate is something which a successful 
candidate says he has won but which his 
Opposition claims he has lost. To the great 
mass of voters, the word “mandate” does 
not mean much of anything, except, of 
course, to the unmarried ladies, to whom 


*Editor, Pustic Urmirres FortNicHTLy. 


it means something entirely nonpolitical. 

If we wanted to be a bit cynical, we 
might say that what a mandate really 
amounts to is an obligation to pay off 
political debts. Those who turned in the 
best performance at the polls think that 
entitles them to priority attention on their 
demands, assuming that such demands 
already have been incorporated in the 
party’s platform. And since party plat- 
forms are such loose and windy catchalls 
these days, the chances are very good 
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that almost any vote-producing group, as 
a group, can point to some kind of plat- 
form plank and say to the winning candi- 
date, “You have a mandate to do this, 
now get going!” 


eset at Senator Kennedy’s victory 

in this manner, however, gives us 
some interesting ideas about the relative 
weight and priority rights of the long, 
loud line now forming to the right of the 
White House. Leaving aside the narrow 
margin of his electoral majority, we get 
a strange assortment of class interests— 
all entitled to take a bow. Like the prover- 
bial horseshoe nail, without any single 
one of these, Kennedy’s battle and “king- 
dom” might well have been lost. All can 
claim a decisive share in furnishing the 
razor-thin margin of his victory. Below 
is a brief list of these group interests, 
along with what they did and what they 
will want. 

There may be others eligible to join the 
triumphant chorus, but these are the prin- 
cipal voices. The religious issue, of which 
there was much discussion during the 
campaign, was generally admitted to be a 
standoff—as far as it counted for any- 
thing. In any event, Kennedy’s election 
dissolved that issue, and there was no 
proposed legislation or policy involved, 
anyhow. 

Of more immediate interest, however, 


The Helpers 
City Voters 
Labor Unions 
Colored and Other 
Minority Groups 
Leftish or Liberal 
Groups 
Southern Democrats 


States 
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What They Did 
Swung Pivotal States 
Swung Industrial Areas 
Piled up Votes in Big 

Key Cities 
Helped in Key Eastern 


Held the Line in Texas 
and Enough 
Southern States 


2 


are the absentees from the foregoing line- 
up. Where are the farmers? Where, in- 
deed? Heaven knows their leaders 
wanted enough legislation and Kennedy 
promised them a number of things, But 
the fact is that the farm states generally 
went Republican. So, if there is any 
“mandate” for new farm legislation, Mr. 
Nixon got it. 


Ae there is the subject of more im- 

mediate interest to the electric utility 
companies — further federal power and 
reclamation projects. Senator Kennedy 
made a number of promises along this 
line. But consider that in all ten states 
where this controversy has been a sig- 
nificant factor—starting with the “all pub- 
lic power state” of Nebraska, the TVA 
area states of Tennessee and Kentucky, 
and the large public power complex of 
western states — Washington, Oregon, 
Montana, Idaho, Colorado, Utah, and 
California—all went Republican. So that 
if there was a so-called public power 
mandate, Mr. Nixon got it. 

About the only other large pressure 
group which we might consider is the 
aged voters, to whom Senator Kennedy 
promised more liberal retirement and 
medical benefits. Ordinarily, one might 
think that there are just about as many 
old-age people in one state as in another 
—relative to the population. But it so 


What They Want 
Housing-Slum Clearance 
Prolabor Laws 
More Far-reaching Civil 

Rights Laws 
Social Legislation 


Moderate Civil 
Program 
Oil, Gas Protection 


Rights 
Other 
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a 
Ninety Per Cent Right in 1960 


(Here reproduced is the exact text of predictions made in the annual “Outlook” article for 
1960, with only minor omissions for brevity.) 








. Slow start on procedural reforms. Congress will move slowly in the broad area of con- 
troversy over commission regulation stirred up by the House Legislative Oversight in- 
vestigation. Some strictly procedural changes such as banning ex parte contacts and other 
questionable practices may get through, but basic reorganization of the commissions as 
such will continue as a conversation piece beyond 1960... . Right. 


. Fewer rate cases in 1960. This will result from a temporary lag in the large number of 
telephone and transit rate cases which have swelled the increasing total in recent years. 
But gas and electric rate cases are now belatedly increasing in number... . Right. Total 
cases were off but gas cases increased. 


. Not much change in REA policy or loan volume. The administration will continue to ask 
for higher interest rates and the Democratic Congress will continue to say no. For political 
reasons, both will continue to agree on giving REA as much to spend on rural electric 
and telephone loans for the fiscal year 1961 ... Right. Both REA programs cost $190 
million as compared with $215 million the previous year, but the more liberal contingency 
($60 million each as compared with $25 million) netted REA more to spend on both. 


. “New starts” in 1960. The administration will agree to back down on its so-called “no 
new starts” policy on reclamation projects during the next fiscal year, It will be a forced 
concession anyhow, since the Democrats overrode President Eisenhower’s appropriation 
veto at the last session... . Right. It also became a minor campaign issue, as predicted. 


. No gas producer legislation. Although perennial bills to relieve gas producers from FPC 
control are still before Congress, they are hopelessly frozen. While Congress eventually 
will have to consider some kind of legislation to break bottlenecks in the FPC rate case 
load, it is safe to say that it won’t happen in 1960. Right. It did not. 


. FPC gas regulation. Illuminating FPC and court decisions during the year should assist 
in the piecemeal approach towards a more practical routine for FPC handling of pro- 
ducer rate cases. .. . Too, the FPC may come up with one or more short cuts for court 
inspection in its effort to chop a road through the present morass. Right. The FPC struck 
out boldly in espousing area-wide pricing on September 28th. 


. No new self-financing authorities. The public ownership bloc will make a publicity play 
on Senator Neuberger’s Bonneville corporation proposal for self-financing 4 la TVA. But 
the impression persists that the Democrats would rather talk about it than do anything 
about it for 1960. Right on both counts. 


Public utilities as a campaign issue. Regardless of who the Democratic presidential 
nominee may be, the party platform management has already been infiltrated by the public 
ownership bloc. In default of other issues, a stout platform plank for more government 
power expansion in this area scems inescapable. ... Right. The candidates had quite a 
lot to say about it too. 


. Tax changes. No chance for any reduction in personal or corporate income taxes, nor any 
other far-reaching tax changes, despite the reccnt activity of the House Ways and Means 
Committee. This includes the gas-oil depletion rate and telephone-telegraph-transportation 
excises at 10 per cent. Right on all counts. 


. Advertising expenditures. Nothing will be done except talk in 1960, but a long-range storm 
is brewing over recent regulatory and tax restrictions on utility advertising as business 
expenses which are of a so-called political or lobbying nature. ... Wrong. The restric- 
tions still hold and only a court appeal promises a chance of reversal. 
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happens there are two “pensioner” states 
where there is such a heavy concentration 
of senior citizens as to swing an other- 
wise doubtful election. They are the sun- 
shine states of Florida and California. 
They both went Republican. 


A Nonvoting Pressure Factor 


A stated already, this strictly “quid pro 
quo” basis for lining up Kennedy’s 
supporters may seem rather cynical. After 
all, he will be President of the entire 
United States—of all groups and fac- 
tions, regardless of how they voted. In- 
deed, the very tiny margin of victory 
emphasizes the importance of this ap- 
proach, and no doubt he feels that. But, 
in addition, the new President will find 
that the greatest of all pressure on him 
by far will come from an urgent national 
requirement which commanded no organ- 
ized vote at all, of any consequence, in 
the recent election. Stated simply, that 
is the need of the federal government to 
provide an increasingly expensive national 
security and defense without destroying 
the national credit. Against this colossal 
task all these other special class demands 
will seem trivial if not actually selfish 
before all of us are very much older. 

This is a nonvoting factor because 
probably not more than a handful of 
votes were cast solely on the basis of 
maintaining a sound defense or a sound 
dollar, because that was not made much 
of an issue. Perhaps it should have been. 
But both candidates professed to be in 
favor of these two objectives. And, 
by and large, the voters took their word 
for it. 

There was literally something for 
everybody, from the cradle to the grave, 
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from the city slums to the wide-open 
spaces. The farmers were promised high- 
er incomes, lower interest on bigger loans, 
and, in the West, more reclamation and 
cheaper power. For the city dwellers, 
promises were made for slum clearance, 
public housing, liberal home financing, 
and federal aid to commuters. The young 
people and teachers were promised help 
through federal aid for schools, college 
housing, teachers’ wages, and even school 
lunches. The old people were told to look 
forward to bigger and better pensions and 
medical care and broader coverage. 

The labor unions, of course, already 
had their Christmas lists made out 
months ago—higher minimum wages, and 
other liberalized labor law amendment. 
Yet, on top of all these special class 
claims, our government must provide a 
national security second to none, including 
Soviet Russia, continued foreign aid, riv- 
ers and harbors improvements, and other 
massive expenditures. 


Administrations May Not Follow Plan 


A™ of the foregoing would seem to 

suggest that the Kennedy supporters 
may find themselves in competition with 
one another before long. During the recent 
campaign Vice President Nixon said that 
if all of these “extras” promised by Ken- 
nedy were added together, they would 
cost about $15 billion above a precariously 
balanced budget the Eisenhower admin- 
istration expected to send to the new 
Congress. 

Senator Kennedy denied this but failed 
to follow up with any very specific ideas 
about how he proposed to pay for all 
these things. There were some suggestions 
that by closing certain “tax loopholes,” 





_._ eh meant a - ak OU6.e UCC 


as 


wd 2hhom sas hy 


WASHINGTON OUTLOOK FOR UTILITIES IN 1961 























the Treasury might gain as much as $6 
billion, and further that a similar benefit 
might result from higher overall tax reve- 
nues brought about by increased volume 
of income and tax-producing activities 
created by these various spending meas- 
ures. But more realistic estimates have 
been seen for the coming year, indicating 
that the federal government’s tax collec- 
tions will probably be less and certainly 
no greater in 1961 than in 1960, unless 
Congress votes a general tax increase, 
which has not been suggested at all. 


_ balancing or unbalancing, how- 
ever, is going to be only one of the 
major tasks confronting the new Presi- 
dent. It has already been suggested that 
he just will not be able to get all the 
promised gifts into the administration’s 
budgetary “stocking”—to use a seasonal 
figure of speech. Some are going to go 
short and some are going to go without. 
But all will face a real competitor in the 
form of national security and foreign aid 
expenditures. 
As we try to look ahead, not only 
at the year 1961 but all four years of 
the administrative term coming up, it 
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seems inescapable that the accent will be 
on foreign affairs. Yet, if we look back 
the other way into our past history, we 
find that fate has a way of playing tricks 
on predictions along this line. 

When President McKinley went to the 
White House in 1897, he thought he had 
a mandate to stabilize the nation’s cur- 
rency and improve its trade and com- 
merce. Yet most of his time in office was 
occupied with the Spanish-American War. 
On the contrary, his successor, Teddy 
Roosevelt, came into the office as a mili- 
tary hero but became known principally 
for his domestic policies, especially in the 
area of antitrust prosecutions. Woodrow 
Wilson was elected in 1912 on a broad 
program for domestic reforms, but he is 
known mainly for World War I and his 
efforts to set up international peace ma- 
chinery. 


S° while all the signs seem to point 
at this moment to the likelihood that 
President-elect Kennedy will be much pre- 
occupied with foreign affairs and national 
security matters throughout most of the 
next four years, it would be a rash proph- 
et who would predict on this basis that 
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the new President will not try to change 
around a lot of the things he finds in 
this nation and right around Washington, 
D. C., following his inauguration. 


The Bleeding Dollar, Inflation, and the 
Utilities 
O™ of the first things to command 
the attention of the next administra- 
tion, and one which could very well divert 
attention from a lot of other specific 
domestic matters, is what to do about the 
bleeding dollar. We hear a great deal of 
apprehensive talk already about the gold 
outflow. Something will have to be done 
and done soon to halt this steady drain 
on the lawful gold reserve supporting 
the dollar. It is too late in the day, of 
course, for the Eisenhower administra- 
tion to do anything about this, except to 
cut U. S. spending for military dependents 
abroad, which already has been done. So 
it looks as though this will be another 
baby for John F. Kennedy. 


Among the early steps most likely to 
be taken, and in about this order, will be: 


1. Efforts to shift some of the burden 
of Western world defense to Allies. 

2. Efforts to get private investors to 
take over some of the load in under- 
developed countries. 


Both of these will be hard to do, but 
the gravity of the situation may yet compel 
Western Germany and others to realize 
that their own self-defense as well as ours 
requires that they make some sacrifice 
along these lines. As for private invest- 
ment abroad, the way it has been kicked 
around in some of these foreign countries, 
notably in Latin America, the outlook is 
not promising. 
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— that, or while these two things 
are going on, there are other steps 
which are on the agenda, such as encour- 
aging foreign tourists to visit the United 
States while cutting down on American 
tourists abroad. This is a reversal of our 
national policy in recent years. Then, 
much thought is being given to cutting 
the actual gold reserve requirement below 
the present 25 per cent. 

Only if all of these things fail to stop 
the drain on gold reserves is a devaluation 
of the dollar likely to be considered by 
the federal government. But that does not 
mean that it should be completely for- 
gotten or placed outside the range of 
possibility by the business community. 
What would dollar devaluation mean to 
the public utility industries? How many 
company management people and regula- 
tors have even thought about this? What 
steps might be taken to avert economic 
injury in such an event? 

We can only answer these questions 
partially by referring to the experience 
in those European countries, most recent- 
ly Britain and France, where the mone- 
tary unit was devalued. The impact on 
utility operations, even though owned and 
operated by government in both cases, 
was quite severe. Rising operating costs, 
wage demands, in terms of a diluted cur- 
rency to which rigidly fixed rate struc- 
tures were inextricably bound, caused 
severe imbalances between rates and ex- 
penses. 

Before the economic dislocation could 
be adjusted, these foreign utility serv- 
ices suffered for loss of earnings, deficits, 
strikes, and other problems. And so, 
while dollar devaluation in the United 
States is quite generally regarded as un- 
likely and a “last resort,” utility people 
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would do well to be giving it some 
thought, if only as a remote possibility. 


More Rate Cases in 1961 


is any event, the chances are very good 

—if good is the proper word—that 
inflation will go marching on, at least 
through the first year of the new adminis- 
tration. Best guess seems to be that it 
will be in the order of 4 per cent for 
1961. This means that rate increases will 
still be on the utility agenda. Although 
the total number of cases will not be so 
numerous as in the peak year of 1958 
(when there were 77 major cases), or 
the brisk year of 1959 (when there were 
50 cases), they will probably top the 
somewhat tapered-off year of 1960 (so 
far only 30 cases), and mark once more 
an upturn in the trend to higher utility 
rates. 


Do Not Look for Easy 
Money in 1961 


0 baw President-elect had a good deal 

to say during the campaign about the 
need for cutting high money costs in or- 
der to step up economic activity. He had 
in mind lowering the cost of public hous- 
ing and government expenditures. But 
with all the other inflationary pressures 
at hand, it is doubtful indeed whether 
there will result any sudden era of low 
interest of cheap and plentiful money for 
any purpose, except possibly for the Rural 
Electrification Administration. There, it 
is quite likely that the subnormal interest 
rate of 2 per cent on REA loans, con- 
demned as unrealistic for the past three 
years by President Eisenhower, will be 
continued 


It is clear enough why Senator Ken- 
nedy would like to reduce interest rates— 
if there were no other complications. It 
would help to curb the ebbing tides of 
economic recession. It would have a 
stimulating effect on home building, home 
financing, and business activity generally. 


uT the trouble is there are other com- 
plications. And the biggest complica- 
tion of all right now is the run on our 
gold reserves, A sharp cut in interest rates 
at home could tend to drive free money 
more and more into foreign money mar- 
kets where the prime bank loan rate al- 
ready exceeds 64 per cent in Britain, 7 
to 8 per cent in France and Germany, 
and 9 per cent in Japan. These countries 
are willing to pay higher interest rates to 
preserve the value of their currencies; 
and the United States may have to do the 
same if we do not want to run a real 
risk of an inflationary spiral which would 
end only in devaluing the dollar. 

So, to sum up these comments on cheap 
money, while Senator Kennedy’s promises 
cannot be dismissed entirely as “campaign 
oratory” — to use Wendell Willkie’s 
phrase—it is doubtful that the new Presi- 
dent will be able to cut money costs very 
much, except perhaps for long-term tax- 
free government bonds. 
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Will Public Utilities Get Rate Relief 
In 1961? 


een what has already been said, pub- 

lic utility companies cannot look for 
very much cheaper financing in the year 
ahead. Despite inflationary pressures, the 
insistence of regulatory bodies on ad- 
hering to cost base rate valuations and on 
using cost of money as the main if not 
sole gauge in fixing the return allowance 
is not going to make rate increases very 
easy to obtain. 

But the fact is that in the case of utili- 
ties all indications point to a continuation 
of a high plant growth rate. Indeed, the 
utilities may provide the major share of 
industrial plant increase.in 1961 as com- 
pared with other businesses which have 
already leveled off and some of which 
will probably trend downwards. The need 
of more and more financing to take care 
of such growth will require that regula- 
tory authorities take a realistic attitude on 
rate relief. It is possible that more of the 
state commissions, with or without the 
insistence of their state appellate courts, 
will be constrained to give more thought 
to present fair value in the rate base, or 
year-end valuations, or higher return al- 
lowances, in order to attract the neces- 
sary capital to keep these essential services 
going. But to answer my own question, 
about whether utilities will get rate relief 
in 1961, I think they will get some, but 
not as much as they need. 


Will There Be an Upturn in Public 
Ownership Activities? 


AX far as new federal government ven- 

tures into the electric power field go, 
there are no immediate prospects for un- 
usual developments in 1961. There wil! be 
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agitation along this line, of course. The 
so-called “public power bloc” members 
already have made contacts with and 
doubtless have served notice of their objec- 
tives with President-elect Kennedy. They 
probably wrote the Democratic platform 
plank on “natural resources.” They stand 
high in the councils of the new adminis- 
tration and the door of the White House 
will surely be open to them. 
Notwithstanding all this, when the 
newly elected Oregon Senator, Maurine 
Neuberger, reintroduces the bill proposed 
in the last Congress by her deceased 
husband—a bill to create a Bonneville 
Power Corporation—it will probably not 
stir from committee. The same fate seems 
in store for other new authority legisla- 
tive proposals, such as the oft-introduced 
Columbia River Valley Authority and 
Missouri Valley Authority proposals. 


HY? Well, for one thing, the Ken- 
nedy administration already is 
alerted to the great expense and indiffer- 
ent local support for such ambitious fed- 
eral undertakings. In an _ exclusive 
interview with the Spokane Daily Chroni- 
cle on September 6, 1960, Senator Ken- 
nedy is quoted as saying that he definitely 
does not advocate any “super” agency to 
direct the various phases of development 
and water utilization on the Columbia and 
its tributaries. “What we must concern 
ourselves with is better use of the things 
we have here,” he said. “I have been 
discussing this matter with Scoop Jackson 
(Senator Henry M. Jackson of Washing- 
ton, who is Democratic national chair- 
man) so I have some idea of the situation 
out here.” Kennedy said then that he saw 
the immediate need for more “starts” on 
dam construction, and that there should 





WASHINGTON OUTLOOK FOR UTILITIES IN 1961 


be no delays in getting maximum power 
development along the Columbia. Kennedy 
then said he was interested in learning 
more about what can be done on an inter- 
national basis in co-operation with Can- 
ada, particularly in flood-control pro- 
graming and how the United States and 
Canada can best work out the sharing of 
downriver benefits from upriver dams. 

Since that time the new U. S.-Canadian 
treaty on international co-operation for 
building storage dams on the headwaters 
of the Columbia has been announced. 
Much of the new dam building activity 
for this will take place in Canada and 
Libby dam is proposed for Montana. So, 
it is possible that the new Kennedy ad- 
ministration, with plenty of other fish to 
fry, will be willing to let the Canadians 
take the play on this for the immediate 
future. 


HERE are some other activities in the 
public ownership area which will 
leave their mark on the public utility in- 


dustries to some extent. Take this very 
Columbia river development. The chances 
are it will be used in an effort to stave 
off any early decision by the FPC to grant 
a private company hydro licenses on the 
Snake river. This proposed High Moun- 
tain Sheep dam is now being tried before 
an FPC examiner in rivalry with an ap- 
plication of a Washington state co-opera- 
tive group which claims it wants a license 
to develop the Snake at the Nez Perce 
site. 


a the Nez Perce dam would de- 

stroy the salmon fish in the area, the 
whole strategy of the public ownership 
group now seems to be shifted to a let’s- 


wait-and-see attitude. Eventually, this 
group probably hopes to influence Con- 
gress to enact federal project legislation 
to knock out the private electric company 
program. But, in any event, a “freeze” 
is definitely in the making. 
Hydroelectric development, as such, 
however, is not nearly the important fac- 
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tor it was in the early days of the New 
Deal. Most of the desirable hydro sites 
within the United States have been de- 
veloped, except in the Pacific Northwest 
and, of course, Alaska. Elsewhere the 
public versus private power contest—if 
there is a contest—will be along fuel- 
generating lines. 


REA Developments 


H™ the influence of the Rural Elec- 
trification Administration will be 
felt. Rural electrification, meaning the 
actual connection of electric service to 
farms which did not have it before, is 
now an accomplished fact. The original 
purpose of REA has been achieved. But 
REA lives on and will continue to live 
on for many a year. It has become a 
political pet. And even if the farm vote 
is shrinking in importance, and even if 
it did largely go to the opposition, the 
Kennedy administration will continue to 
deal kindly with REA. There are two 
reasons for this: (1) The farm states are 
prime targets for political wooing in 1962 
and 1964; (2) REA is a lending not a 
spending program and, therefore, is not 
in direct competition with the out-and-out 
handout programs. 

What is left for REA to do? In the 
electric power field there are several large 
generating and transmission proposals 
which have not been approved during the 
Eisenhower régime. The chances have in- 
creased that they will be approved. 

Then there is the area of REA tele- 
phone loans. 


W: may look for a good many more 
REA loans to co-operatives, rather 
than to independent telephone companies, 
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under the new administration. That pre- 
diction is made with full knowledge of 
two contrary factors: (1) The REA law 
on rural telephone loans, unlike the REA 
law on rural electrification, requires a 
preference for “existing facilities,” which 
would seem to favor commercial company 
loans. (2) REA telephone loans so far 
have favored the company rather than 
co-operative loans, both in the number 
and dollar value of loans. Notwithstand- 
ing this conservative background of REA 
operations during the Eisenhower admin- 
istration, suffice it to say that policies can 
be changed and laws can be interpreted. 
The political climate now rolling into 
Washington augurs such changes, 
Summing up for REA, we can look 
for a rather larger budget for new loans, 
starting the fiscal year of 1962—next 
July 1st. About $300 million for rural 
electrification and $100 million for rural 
telephones, including contingency funds, 
would be a good guess in advance of the 
actual submission of the Eisenhower 
budget which the Kennedy administra- 
tion will probably increase for this item. 


Regulatory Reforms 


W: have been hearing a great deal 
lately about what is wrong with the 
federal regulatory commissions. Proposed 
reforms by well-meaning critics, both in 
and out of Congress, have ranged from 
stiffening their procedural and ethical re- 
quirements to outright dismemberment 
and replacement by a ministerial form of 
regulation directly under control of the 
President. 
We can be sure that something will be 
done about the federal commissions. And 
we can be sure that whatever is done the 
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repercussions will be felt by the state regu- 
latory commissions. Congressional com- 
mittees have spent too much time and 
money, there have been too many head- 
lines, too many grave or petty scandals, 
according to the way one looks at it, for 
Congress to forget about the whole thing 
and do nothing. And then there is the 
sudden and very positive display of inter- 
est in the matter by the President-elect. 
While they were still counting votes, he 
appointed a special adviser of his own, 
James M. Landis, to report on what 
should be done. 

Now, there has been severe criticism 
of the regulatory commissions before, and 
there will be again. Commission regula- 
tion has its faults. Like all other human 
institutions it needs constant checking to 
keep from going off the track or just 
plain going to sleep. But all such criticism 
to one side, commission regulation is still 
the best way we know to control the 
so-called “inherent monopolies” without 
turning to socialist outright government 
operation. And it has succeeded, too, in 
giving the United States the best public 
service in the world, serving more peo- 
ple and in better fashion than all the 
publicly owned utilities in all the rest of 
the world. 


Ss’ the problem will be—during the 
next year—to keep needed reforms 
within bounds, to correct, improve, and 
strengthen the commissions without ham- 
stringing or crippling them with well- 
intended strait jackets or emasculating 
reorganization. If the past is any guide 
to the future, we have at least the re- 
assurance that such has always been the 
outcome of these periodical investigations 
and overhauling of the commissions at 


both the federal and state levels. Year by 
year, since the turn of the century, the 
powers of the commissions have been 
broadened and bolstered to meet new and 
changing problems. So, from this stand- 
point, these investigations have been a 
good thing. 

There is a clear and present danger, 
however, that some of the hotspurs in 
Congress, or extreme critics outside of 
Congress, may get the ear of the Presi- 
dent and throw enough weight around 
the committees to get some unwise or 
drastic plan started. In the confusion and 
hurry to get something done, such a 
“blockbuster” might conceivably be 
passed and signed into law. After all, Con- 
gress is not going to give the new Presi- 
dent much argument about this. There 
is not enough real understanding of the 
problem or feeling about it to create 
much opposition one way or another. That 
is the trouble. Such a bill could become 
a trading point, on which some Congress- 
men would be glad to give in to what the 
President wants, just in order to get 
some concession on something else in 
which they are more directly interested. 


a regulation, placing the 
commission under a Cabinet officer, 
or directly under the President, or in any 
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event destroying their present independ- 
ent status, would be most unfortunate for 
the public utilities and for the public in- 
terest in this writer’s opinion. Wherever 
it has been tried, and it has been tried 
often in foreign countries, it has been 
the inevitable prelude to public ownership 
and nationalization. We need look no fur- 
ther than Mexico or Castro’s Cuba to see 
how “ministers” can turn into “managers” 
almost overnight. 

Fortunately, Mr. Landis, from his own 
background of experience as former head 
of three federal commissions (SEC, CAB, 
and Maritime Board) and as a long-time 
associate of that most practical former 
regulator, Joseph P. Kennedy, father of 
the Senator, must understand these things. 
If the President-elect is depending on 
this source, he will not go too far wrong. 
We can only hope so. 

Few will object very much to cutting 
out windy procedures and red tape, more 
tenure for the commissioners, more power 
for the examiners, and restraints on back- 
door contacts by lawyers and others. 
These are all legal problems which can 
be ironed out without greatly altering or 
hurting what is really important, the in- 
dependence of the regulatory commission. 


Other Legislation 

HEN we turn to other laws which 

the next Congress is likely to pass, 

we first think of the perennial bill to 
exempt natural gas producers which has 
been hovering around Washington for the 
last decade, and got passed twice only 
to get vetoed. Some gas bill amendments 
will be passed, but producer exemption 
will not be one of them! On the contrary, 
Congress is likely to look in the other 
direction, tightening the present law along 
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the lines sought by the recent recommen- 
dations of the state commissioners’ asso- 
ciation. This series of proposals, among 
other things, would block gas rate in- 
creases under bond where a previous rate 
increase has not been finally approved by 
the FPC. If Senator Kennedy wants this 
kind of legislation, and he probably does, 
he can get it from the next Congress. 


Congress will pass, very early in the 
session, an increased minimum wage law, 
boosting the minimum from $1 to $1.25 
an hour and greatly broadening the cov- 
erage of the act. The exemption in the 
present law for operators’ wages at small 
telephone exchanges will be wiped out or 
greatly curtailed. Congress will pass a 
salt water conversion bill to step up fed- 
eral government activity in a desalting 
sea water program. This passed the Sen- 
ate last year but got caught in the House. 
The new Secretary of the Interior, Rep- 
resentative Udall, is very eager to get 
started on this, and he will probably get 
the green light. 


a the Atomic Energy Act field there 

may not be much change, even though 
Senator Gore (Democrat, Tennessee) 
could probably get a lot of support from 
his colleagues on a new “crash program” 
bill, shoving Uncle Sam into the atomic 
electric plant business right up to his 
chin whiskers. But Congress will not buy 
it, although Kennedy might if it were 
passed. Experience over the past couple 
of years has proven that these atomic 
power plants are no bargains. They could, 
in fact, become a rat hole for federal tax 
money, if the government power zealots 
got out of hand on this. By the same 
token, the Joint Atomic Energy Commit- 
tee in Congress and the AEC have been 
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working pretty smoothly on the present 
program of letting private industry go 
ahead with federal assistance. Congress 
will probably let well enough alone. 


| hes the electric industry, there is one 


bill which is likely to get serious con- 
sideration. That is the old water conserva- 
tion bill which was held up in the House 
Public Works Committee in the last Con- 
gress. It would greatly stimulate govern- 
ment power ventures over the long range. 
It would provide for liberal policies and 
procedures for the development of water 
resources. It would stipulate that river 
basins be developed as a single resource 
and on a multipurpose basis. Since this 
sort of thing would not cost any money 
right away, Congress might pass it if 
Kennedy wants it. The same goes for 
another similar bill almost sure to be 
reintroduced, to establish a Council of 
Natural Resources Advisers to the Pres- 
ident and a Joint Committee on Natural 
Resources. For the private industry both 
of these might prove very mischievous 
legislation, indeed. 


Shy pass quickly over other legislative 

items: The House Legislative Over- 
sight Subcommittee will be dropped in 
the new Congress. A resolution or bill to 
study and permit a greater use of coal 
and investigate the use of other fuels will 
probably pass. Kennedy promised the coal 
states he would do something for them 
and an investigation would not cost much 
although the gas people will not like it 
at all. There will be no legislation with 
respect to utility advertising contributions 
either as rate case expense or for tax de- 
duction. 

There is little that can be definitely 
said about tax legislation generally. Not- 
withstanding all the talk about tax loop- 
holes, the federal tax rates—both for 
personal income and business income, as 
well as for communication and trans- 
portation excises—will probably not be 
greatly altered. Kennedy has already 
spoken up in favor of a balanced budget 
and if he means what he says at all, tax 
reductions are certainly not in the im- 
mediate future. 

Finally, what will be the main influ- 
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ences in Washington in 1961? Will Con- 
gress move right or left? Probably the 
87th Congress will be slightly to the right 
of the 86th Congress. This will be not 
only because the Republicans captured 22 
seats in the House and two in the Senate 
but also because the Democrats who lost 
out were mainly liberals in northern and 
border territory. The old Lyndon John- 
son-Speaker Rayburn axis from Texas 
will still be very much in business, even 
though Johnson moves up on the Senate 
platform to control that body. This prob- 
ably means there will be no cut in the 
oil and gas tax depletion allowance, as 
threatened by the northern liberals. The 
public ownership bloc will certainly be 
around, and become quite an influence. 
But it will be in the administrative 
branch, in the Interior Department, in 
REA, and on the advisory committees 
that they will make their biggest scores, 
rather than in Congress. 


HE new President will probably get 

control of the FPC (to the extent 
of appointing a majority of its members) 
by next June. Quite a storm seems to be 
blowing up at the FPC over gas rate 
regulation. Recent U. S. circuit court of 
appeals decisions in the District of Co- 
lumbia have not helped matters very 


much. The FPC has been faced with an 
impossible task of trying to fight a losing 
battle with a growing producer gas rate 
case list by trying out a short cut—area 
price regulation. It seems to be a reason- 
able short cut and if Congress, the courts, 
and the administration will let the FPC 
try to work this out, it might succeed. 
But that is too much to ask. By the end 
of 1961 the FPC may be bogged down 
in the worst mess of gas rate regulation 
imaginable. Maybe after that—in 1962 
perhaps—Congress might try to bail the 
FPC out by clean-cut legislation, some- 
thing it should have done years ago. But 
this is one problem which is bound to 
get worse before it gets better. 


, pw year 1961 should bring many new 
technological marvels in utility busi- 
ness, communications satellites, bouncing 
long-distance messages around the world, 
fast mail facsimile which poses a real 
threat to the telegraph industry, more 
atom power plants coming into produc- 
tion. Yet over all it will be a good year 
despite plenty of worries. If the new 
Kennedy administration lands on its feet, 
and it probably will, it should still be a 
Happy New Year all around as far as the 
domestic scene is concerned in the area of 
public utility operations. 





“\X/* are told that we are to have ‘freedom from want’ and ‘freedom 
from fear'—freedom, in other words, from the very influences which 
in the course of time have forced mankind to their greatest and most con- 
tinuous accomplishments. ‘In essence, these "freedoms" are fit only for slaves 
and cowards,’ says Senator Bennett—'fit only for those who cannot or do not 
face the problems of life. And because these freedoms would be given by a 
central government that would thereby grow in power, it must be clear that 
. . . they mean nothing less than freedom from freedom itself." 


—FRED C. FOY, 


Chairman and president, Koppers Company, Inc. 
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Was the Power Issue a Casualty 
in Western Elections? 


By JAMES B. CHANNING* 














The recent national election clearly demonstrated that public power is no 


longer an issue on which politicos can ride to victory. Local elections, too, have 

shown conclusively that the public is cool or strongly opposed to government- 

owned power groups. Public ownership of power facilities not only has gone 

out of style, but definitely out of favor; and tax-paying, investor-owned electric 
generating companies have gained new adherents. 


oT the least of the casualties result- 

ing from the November elections 

was the carefully nurtured myth 

that support of public power provides a 

sure-fire key to political victory in the 

West generally and in the Pacific North- 
west in particular. 

The 1960 Democratic strategy for the 
recapture of the West, traditionally Dem- 
ocratic from 1932 until the Eisenhower 
landslides, was predicted on this formula. 
As early as February 6, 1960, at Albu- 


*Editor and publisher, The Washington Voter, 
Spokane, Washington. For additional personal note, 
see “Pages with the Editors.” 


querque, New Mexico, a Western Demo- 
cratic Conference of state chairmen and 
national committeemen had sponsored a 
wild-and-woolly natural resources plat- 
form which, if effectuated, would have 
resulted in a nationalized electric power 
industry. A slightly watered down version 
was actually adopted by the Los Angeles 
convention under the persuasive pressure 
of optimistic western politicians who 
promised that the West would return to 
the party fold under the public power 
banner. (It may well be that they had 
hoped that the West would go Democratic 
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in any event and that the victory could 
then have been interpreted as a mandate 
for expanded public power.) In the cam- 
paign that followed the candidates con- 
sistently laid great emphasis on promises 
for bigger and better federal power de- 
velopment. 


H™’ badly the confidence of the Demo- 

cratic high command in their public 
power political advisers had been mis- 
placed is revealed by a quick glance at the 
1960 western vote record. Harry Truman 
needed and got from the 17 western 
states 98 of his 333 electoral votes to 
win in 1948, carrying 13 states. In 1960 
Nixon won 102 western electoral votes, 
while his opponent, with the aid of his 
Texas running mate, narrowly won Tex- 
as, New Mexico, and Nevada for a total 
of 31. Even the all-public-power states 
of Tennessee and Nebraska went Repub- 
lican. And the newest—and eighteenth— 
western state, Alaska, considered a nat- 
ural for the public power promises, turned 
its back on Kennedy. 


A Myth Has Been Exorcised 
a. returns, taken together with 

overwhelming local public power 
election defeats in the Pacific Northwest, 
have put to the test and effectively de- 
stroyed the popular myth that in this 
issue lies the open sesame to political 
power. And—equally important—they 
laid the ghost of that phantom “mandate” 
for public power. 

Voters here in the Pacific Northwest 
have once again provided convincing 
proof that office seekers looking for a 
vehicle that can carry them into office 
will do well to steer clear of the public 
versus private power issue. 
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There was a time, in the period from 
1930 until 1940, when the investor-owned 
utilities were the favorite whipping boys 
of every individual trying to get himself 
elected to office—no matter if he were 
running for dogcatcher or President. 
These were the days of the great depres- 
sion when “big business,” “Wall Street,” 
and “the capitalists” were being blamed 
for all of the problems that beset the 
nation. 

It was also the time of the New Deal 
with its gigantic spending programs, its 
so-called pump priming. Great federal 
power and reclamation projects were 
started in the Pacific Northwest and in 
other selected areas of the United States. 
These projects did gain a considerable 
measure of public support because they 
created jobs at a time when there were 
millions of unemployed and, also, because 
they came into being at a time when the 
federal tax bill borne by the individual 
citizen was very small or nonexistent. 
Not too many people were farsighted 
enough to realize that this seemingly un- 
important and innocent program would 
soon be used as an excuse for driving 
investor-owned utilities completely out of 
the Northwest. For years to come it 
would be almost impossible for any share- 
holder-owned company in the Pacific 
Northwest to secure a license to construct 
a needed hydroelectric plant. 


Other Bad Aspects 


_ add to the problem, power pro- 
duced at these federal plants would 


be sold subject to a preference clause 
favoring local public ownership of dis- 
tribution facilities. With the preference 
clause working and with the private util- 





WAS THE POWER ISSUE A CASUALTY IN WESTERN ELECTIONS? 


ities prohibited from building their own 
generating plants, it seemed certain they 
would soon be unable to serve their grow- 
ing load requirements and they would be 
forced to sell out or face certain condem- 
nation by the mushrooming public utility 
districts. 

Public utility districts were “born” in 
Washington. They were the brain child 
of the late Senator Homer T. Bone and 
a committee of the Washington State 
Grange. The voters of Washington gave 
a favorable vote to an enabling act that 
Grange spokesmen had said “would not 
create a single utility district, will levy 
no taxes, will issue no bonds, create no 
debts, condemn no properties of utilities, 
take no properties off the tax rolls, in- 
crease no taxes, and acquire no private 
electric systems.” It was, they said, “sim- 
ply an enabling act.” 

The Grange, and other supporters of 
the PUD bill, claimed it would “make 
it possible for rural folks to have electric 
power just as other citizens did.” They 
ignored the fact that over 50 per cent of 
the farms in Washington state were elec- 
trified as compared with less than 10 per 
cent across the nation. 


A Word about PUD’s 
| amas passage of the enabling act, 
some county-wide districts were 
formed and a wave of condemnations 
rolled across the state. PUD commissions 


elected in various counties taxed the resi- ; 


dents to raise funds for acquisition 
studies and then sold tax-exempt bonds to 
actually purchase the condemned. utility 
properties. 

Much of the detail work necessary in 
arranging bond sales and property pur- 
chases was handled by the late Guy C. 


Myers, who at that time maintained of- 
fices on Wall Street in New York. In an 
article appearing in Collier’s magazine on 
October 22, 1938, Myers was referred to 
as “the capitalist who arranges the financ- 
ing of Socialism.” The author of the arti- 
cle was the late Richard L. Neuberger, 
later to become a United States Senator 
from the state of Oregon. 

By 1952 there were public utility dis- 
tricts organized in 29 of Washington’s 
39 counties. In 1950, in a survey of utility 
districts published by John Nuveen and 
Company, the statement was made that 
“Washington state is rapidly approaching 
the 100 per cent public power status of 
Nebraska and Tennessee.” 

However, funeral arrangements were 
being made before a body was available 
for burial; the investor-owned utilities 
were hurt, but they were far from dead. 
Washington residents were beginning to 
have some belated thoughts on the power 
issue. They had chased the rainbow to its 
end and found, as usual, no pot of gold. 


oes, but surely, the pendulum of 
public support began to swing from 
its position far to the left back to center 
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and then to the right. No PUD’s have 
been voted into existence in Washington 
state since 1940, and no inoperative 
PUD’s have gone into business since 
1950. In election after election, the in- 
vestor-owned companies have taken their 
story to the people and as Kinsey M. 
Robinson, chief executive officer and 
board chairman of Washington Water 
Power, has said, “When people know the 
facts they will support you.” 


Private Power Gains Favor 


Ma of the people in the Pacific 
Northwest are now aware of the 
fact that private company taxes help build 
schools, roads, and to pay for other local 
services. They know these private com- 
panies are regulated by state commis- 
sions; they know they can expect and will 
get good service from these companies. 
They also know that they lose these 
things, entirely or in part, with public 
ownership. 

By 1950 it had become obvious that the 
federal government was not able to as- 
sume responsibility for supplying all of 
the electric power needs of the Pacific 
Northwest. Demands for electric energy 
were increasing rapidly and the need for 
power became so great that, once again, 
the investor-owned companies were able 
to get licenses for hydroelectric projects 
and even the PUD’s were getting into the 
generating business. (How the PUD’s 
were financing and would finance the 
construction of the plants they build was 
examined in “Who’s Building What 
Dam?” published in the ForTNIGHTLY 
on June 20, 1957.)? 


1“Who’s Building What Dam?” by Kenneth 
McCord, Pustic Urtirities FortNicHTLy, June 20, 
1957, Vol. 59, No. 13, p. 899. 
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Proof Honeymoon Was Over 

¥ 1955 the public power advocates in 

Washington state got their first real 
evidence that the honeymoon was over. 
It came with the Stevens county, Wash- 
ington, election when 71.8 per cent of the 
voters favored the proposal that the Ste- 
vens County Public Utility District sell its 
distribution properties to the Washing- 
ton Water Power Company. PUD spokes- 
men claimed the private power victory 
was that of “a big corporation over a 
little PUD” and they tried to ignore the 
fact that the vote itself was brought about 
by the persistent actions of a group of 
local citizens who were aroused to action 
when the Stevens PUD attempted to con- 
demn the WWP properties in the county. 
The propublic ownership crowd mar- 
shaled all of their forces to win the Ste- 
vens election. They brought in employees 
of the Washington State PUD Associa- 
tion, state Grange deputies, a prominent 
ex-Senator, and Wilfred Woods, a pro- 
PUD newspaper publisher. They wanted 
a decisive victory and they got a decisive 
defeat. 


ip the months and years following the 

Stevens election people began to talk 
about the extraordinary powers granted 
to PUD’s in the original bill. They were 
surprised that a PUD could not be voted 
out of business. They were surprised that 
the Stevens PUD was still in existence 
even though an overwhelming majority 
of the people in Stevens county preferred 
service from WWP. For the first time 
in many, many years the people began to 
measure PUD operation with a full 36- 
inch yardstick and they found the PUD’s 
were not all they had been advertised to 
be. 
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it the years from 1955 to 1960 there 

was increasing talk and editorial com- 
ment by Washington state newspapers 
that public utility districts should be re- 
quired to operate under the same rules as 
do the investor-owned utilities; that the 
PUD law should be amended to mini- 
mize some of the broad powers of the 
PUD commissioners; that, at least, the 
law should be amended enough that peo- 
ple can vote a PUD out of business when 
the majority of voters in a county desire 
to do so. Then came the 1960 elections 
and further convincing proof that when 
sold on its merits—PUDism does not 
find many buyers. 


Asotin County Story 

SOTIN county, down in the southeast 
corner of the state, had twice voted 

on the formation of a public utility dis- 
trict and each time the proposal had been 
turned down by an overwhelming ma- 
jority. A small number of public power 
enthusiasts live in Asotin county. They 
have fought for PUD’s, for a high dam 
at Hell’s Canyon, for a Columbia Valley 


Authority, for any proposal that would 
drive the investor-owned utility out of 
business and out of the Northwest. Popu- 
lationwise, Asotin county is small. Almost 
all of it is served by the Washington 
Water Power Company. The company 
also serves in the biggest city in the coun- 
ty, the natural gas and water service. The 
PUDers found an opportunity for a third 
PUD election when WWP encountered 
a water shortage during a prolonged hot 
weather period in the summer of 1959. 


Stn heat wave caught WWP right in 
the middle of a change from an unre- 
liable creek water supply to a far more 
reliable well water system. Only a part of 
the well system was completed when the 
hot weather came and the company was 
unable to keep up with the unprecedented 
demand for domestic and irrigation 
water. Unhappy customers formed an 
Asotin County Water Users Association 
and asked the Washington Public Service 
Commission to investigate the water prob- 
lem. The commission held a hearing in 
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Clarkston and with a few minor excep- 
tions accepted the company’s improve- 
ment program as the one best fitted to 
take care of the area’s needs. At this 
hearing WWP personnel explained in 
detail the problems the company faced in 
making an adequate water supply avail- 
able to all of its customers. They also 
outlined, step by step, what they had done 
and were doing to provide plenty of 
water. 


HE great majority of the people were 

satisfied with WWP’s program, but, 
using the water users’ association as a 
springboard, the long-dormant PUD sup- 
porters thought they saw a first-rate op- 
portunity to realize their long-frustrated 
dream of a PUD in Asotin county. 

A petition bearing about 400 signatures 
and asking that the PUD issue be placed 
on the November 8th ballot was turned 
in to the county commissioners. In such 
a small county the 400 names were 
enough to assure this. Three willing 
candidates for the post of PUD commis- 
sioner were found and filed for the job. 
Now all the promoters had to do was 
convince slightly more than 50 per cent 
of the voters that a PUD would be good 
for them and the county. 

The usual barrage of pie-in-the-sky 
promises of blossoming industry, ex- 
tremely low rates, and excellent service 
broke out. In one news release it was even 
implied that the PUD could obtain busi- 
nesslike management simply by hiring the 
WWP employees who were already on 
the job. Gus Norwood, executive secre- 
tary of the Northwest Public Power As- 
sociation, was invited to address a mass 
meeting and to talk about the advantages 
of local ownership. A letter from Mr. 
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Norwood to one of the commissioner 
candidates was circulated around the 
county. The suggestion was made that 
when a PUD was organized it could get 
an almost interest-free loan to acquire 
and improve the water system. Individ- 
uals sponsored pro-PUD ads which they 
may or may not have paid for themselves. 
Letters to the editor supporting the PUD 
movement began to appear in the Clarks- 
ton weekly paper and in the daily Lewis- 
ton, Idaho, Tribune, just across the Snake 
river from Clarkston. The PUD forces 
were going all out to win this election 
and to erase the humiliating defeat suf- 
fered in Stevens county. 


Real Fight Shapes Up 
paraphrase a familiar television ad, 
meanwhile, back at the WWP office, 
things were fairly active too. The com- 
pany was confident it could win this elec- 
tion as it had the two previous Asotin 
county elections, but it wanted a con- 
vincing win. Company officials were con- 
fident that the majority of the people 
were Satisfied with the good service they 
were getting. Its employees had long been 
active in community affairs and they were 
“good neighbors” wherever they lived. 
But WWP has never forgotten that when 
the original PUD measure, or District 
Power Bill, was passed by Washington 
state voters in 1930 it carried by only 
22,000 votes and that more than 270,000 
voters failed to express their desires at all 
regarding the power issue when it was 
on the ballot. The company wanted to 
make certain that the voters understood 
the issues and that they exercised their 
voting privilege. 
A team of employees started to canvass 
customers in Asotin county and a cam- 
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paign was mapped out that would mean 
that every registered voter in the county 
would be called on by one of these men 
at least once. On every call the PUD law 
and the far-reaching powers of the PUD 
commissioners were explained in detail. 
Also discussed were the company’s past 
performance record, its future plans for 
the water and electric systems, its tax 
payments to the county, its community 
service record, and its ability to do the 
job better than a PUD. At the same time, 
these men reminded customers that po- 
tential voters must be registered to be 
eligible to vote on November 8th. 


HE house-by-house campaign was 

supported by newspaper ads and news 
releases. Every preposterous claim, every 
half-truth, used by the PUD promoters 
was examined, and, when considered 
worthy of attention, was spotlighted and 
debunked through newspaper ads or arti- 
cles. 

Both sides carried on their campaigns 
right up until the eve before the election 
and on November 8th there were many 
people who were as interested in the vote 
on the Asotin County PUD Bill as they 
were in state and national races. 

Late on the night of November 8th, 
the results were known and Washington 
Water Power had scored another impres- 
sive triumph. Again it has been proved 
that when people know the facts they will 
support you. 

When all the votes had been counted 
and the final results were known, more 
than 76 per cent of the voters had favored 
continued service by WWP—even better 
than the 71.8 per cent who supported the 
company in the Stevens county election. 

Well pleased with the results in the 


Asotin county election, George M. Brun- 
zell, WWP president, said: 


We had no giveaways we could use 
to persuade our customers to stay with 
us, only the best possible service, lowest 
possible rates, and an active participa- 
tion and interest in community affairs, 
both timewise and dollarwise through 
our tax payments. 


CLEW to the continued success of 

WWYP in winning elections and the 
support of its customers might well be 
found in the final comment. He said: 


Now that the election is over, we 
must go to work and make friends of 
those 23 per cent of the voters in Aso- 
tin county who apparently felt that the 
company could be doing more for its 
customers and the community. 


Thurston County Election 


HERE was one other election in the 

state of Washington directly related 
to power. This was the Thurston County 
PUD commissioner race. Largest city in 
Thurston county is Olympia, capital city 
of Washington. A public utility district 
was approved by a slim majority of the 
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voters in the county in 1938. In the 
twenty-two years since then the PUD 
had never succeeded in going into the 
electric business, although it is, at the 
present time, operating a small water 
system near Olympia. In the latter part 
of 1959, the three Thurston County PUD 
commissioners, headed by Frank T. 
Meyer, commission chairman, decided the 
time was ripe to get into the power busi- 
ness. Using their power to tax, they an- 
nounced that they would use a two-mill 
levy to raise $100,000 that would be used 
for “a feasibility study” to determine 
whether or not they should acquire or 
condemn the properties of the Puget 
Sound Power & Light Company in the 
county. 

The proposed levy was protested by the 
Thurston County Taxpayers’ Association, 
and that organization asked people op- 
posed to the levy to show up at the next 
meeting of the PUD commission. They 
were amazed (and so were the PUD com- 
missioners) when such a huge crowd 
showed up to voice disapproval that the 
meeting had to be moved to a much 
larger room and even then overflowed into 
the halls. The taxpayers’ group eventually 
instituted court action to stop the levy 
and while the PUD has the power to 
assess such a tax, this particular levy was 
declared unconstitutional because the com- 
missioners had announced it too late for 
the levy to be included in that year’s tax 
assessments. 


i eo slight mistake of waiting too 

long to notify the county of their 
intention to assess a special two-mill levy 
was to be a costly one for the PUD com- 
missioners. In the face of a gathering 
storm of public indignation and strong 
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newspaper opposition, the commissioners 
announced that the levy would be col- 
lected on the next tax bill and that the 
money thus raised would be used to start 
condemnation proceedings against Puget’s 
property in Thurston county. Gone was 
the “feasibility study”; after twenty-two 
years of being commissioners without a 
power business to operate, the incumbent 
members of the commission were going 
into business in a big way. 

The Thurston County Taxpayers’ As- 
sociation, and a new organization, the 
“We Want to Vote on the PUD” com- 
mittee, protested earnestly and with the 
solid support of thousands of Thurston 
county residents, but the commission went 
right ahead with its plans. 


|. tng ae to the legislative council of 

the Washington state legislature was 
circulated by the citizens’ group. It asked 
the legislature “to enact laws which will” : 


Subject to voters’ approval any prop- 
erty tax levy imposed by the district. 

Subject to voters’ approval any ini- 
tial general obligation or revenue bond 
issue to finance the construction or ac- 
quisition of utility properties incident 
to entering public utility operations. 

Subject to voters’ approval any ac- 
tion by the district to condemn or ac- 
quire privately owned utility properties. 

Provide an orderly procedure for 
the dissolution of a public utility dis- 
trict. 

Establish procedures for the exercise 
of the initiative and referendum pow- 
ers within public utility districts, and 
specifically with reference to dissolution 
of such districts. 


When the petition was presented to the 
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legislative council, it contained more than 
11,000 names. 

Even this petition, signed by a majority 
of the voters in Thurston county, did not 
deter the PUD commissioners. They went 
right ahead with their plan to take over 
PSP&L properties in the county. 


oe ee Thurston PUD commission has 
three members and one of them 
comes up for re-election every two years. 
The term of Mr. Meyer, commission 
chairman, was expiring, and he had filed 
for re-election. On September 16th, Vic 
Francis, well-known Olympia oil dealer, 
filed for the same seat, thus carrying the 
fight of Thurston county residents for 
the right to vote on PUD issues into the 
November 8th election. 

Francis’ candidacy was supported by 
both the taxpayers’ association and the 
“We Want to Vote on the PUD” group. 
After filing, Francis said: 


The chief issue in this campaign, as 
far as I am concerned, is the right of 
the voters in the district to decide 
whether they want the PUD in the 
power business. The only vote remotely 





related to this question was taken 
twenty-two years ago. Any resident of 
the county under forty-three years of 
age has never had an opportunity to 
express his choice. 

In my opinion, the people of this 
county have too much at stake in the 
proposed condemnation of Puget 
Sound Power & Light to have the 
question decided by anyone except the 
voters themselves. 


Commissioner Race Becomes Hot Issue 


HUS, the battle lines were clearly 

drawn. One candidate supporting 
condemnation of PSP&L. The other op- 
posed to condemnation unless the people, 
by their votes, clearly indicated that they 
wanted public power. 

If the commissioner race were not al- 
ready the “hottest” issue on the ballot, it 
became so when on October 5th, the in- 
cumbent PUD commissioners filed suit in 
Thurston county superior court aimed at 
acquiring all of Puget’s property in the 
county. 

Said the Daily Olympian, biggest news- 
paper in the county, “the commission has 
closed the switch on its plan to electro- 
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cute Puget Sound Power & Light in this 
area.” 

Earlier in the campaign, the Nisqually 
Valley News had said of the proposed 
condemnation : “What is proposed is just 
out-and-out thievery in the name of all 
residents of Thurston county, nothing less 
and nothing more. It is the same type of 
take-over as Fidel Castro is now practic- 
ing in Cuba, only in a refined manner.” 

The commission race became the most 
hotly contested issue on the ballot and 
even candidates for city and state legisla- 
tive seats found themselves forced to take 
a position on the right to vote issue. Both 
sides went all out to win, the incumbent 
commissioner with the support of the 
Grange officials and Francis having the 
support of the two groups demanding the 
right to vote. 


N November 8th, county residents 


went to the polls in record numbers 
and late that evening it became apparent 
that Francis had scored an overwhelming 
victory. When the final tally was an- 
nounced, Francis had 14,181 votes to 4,- 
941 for Meyer—a ratio of almost three 
to one. 

“The people have spoken,” Francis said. 
“T feel very gratified that the people of 
Thurston county have taken a position of 
responsibility in the philosophy of self- 
government.” 

Said the Daily Olympian; “The lop- 
sided PUD vote may or may not be con- 
sidered by the remaining two PUD com- 
missioners as an advisory ballot on the 
power condemnation question. But that, 
obviously, is what it is.” 

There were two things of particular in- 
terest about the Thurston County PUD 
election : 
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The one incumbent state legislator from 
Thurston county who had not clearly indi- 
cated that he supported the “right-to- 
vote” issue lost his seat to a newcomer to 
politics who had plainly stated that he did 
favor a vote on condemnations and rev- 
enue bond issues. The chairman of the 
right-to-vote committee won a seat as city 
finance commissioner in Olympia by de- 
feating the incumbent. 


A Mandate from the People 
i pe other interesting thing about the 

PUD race is the fact that it was an 
action of the people. Puget Sound Power 
& Light officials announced they would 
fight the condemnation suit filed by the 
PUD and then in their only letter to 
Puget Sound customers in Thurston 
county said: 


Our position in this important matter 
is simply this: A business is entitled to 
operate so long as that is the will of 
the people. Only the people we serve 
should determine whether they want us 
to continue serving them. 


The vote results make it obvious that 
Puget is wanted in Thurston county. Now 
it is up to the PUD commission with its 
one new member and the two holdovers. 
As the Olympian said, the vote is a man- 
date from the people. It is also up to the 
state legislature. It can amend the PUD 
law so that the people do have the right 
to vote on PUD condemnation and rev- 
enue bond issues that are designed to 
raise dollars for condemnations. It can 
also amend the law so that long-inactive 
PUD’s can, by a vote of the people, be dis- 
solved. 

Once again—and by a convincing ma- 
jority—voters, when they clearly under- 
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stood the issues involved, have supported 
investor-owned operation of the utility 
business. 

The Asotin and Thurston County Pub- 
lic Utility District elections were clear and 
unmistakable. Not even the most optimis- 
tic of public power advocates can find 
much to be cheerful about in these over- 
whelming victories for private enterprise. 


Other States Adverse to Public 
Ownership 
i bean were no elections in Oregon or 
Idaho where electric power was 
clearly an issue. However, in Portland, 
Oregon, a proposal that the city acquire 
the properties of Portland General Elec- 
tric Company was discarded without ever 
coming to a vote. There are no public 
utility districts in Idaho and the state and 
its people have long looked with suspi- 
cion on any proposals for the construc- 
tion of federal or local publicly owned 
power plants on its rivers. 

In the state of Montana the state legis- 
lative races do make for some interesting 
reading even though they cannot be def- 
initely labeled as being votes on a power 
issue. 

In the 1959 session of the Montana leg- 
islature a public utility district bill pat- 
terned after that of Washington’s was 
proposed. The issue was bitterly fought 


and when it finally came to a vote the 
measure failed to pass with forty-eight 
members of the legislature voting against 
the proposal and forty voting for it. 


O' the forty house members who voted 
for the passage of a PUD-type law 
in Montana, six did not choose to stand 
for re-election and an additional eighteen 
were defeated in the general election. Of 
the thirteen house members who had put 
their names on the original bill, ten were 
defeated in the election, including the 
principal author of the bill who ran 
seventh on a slate of eight candidates. 
The Montana house was Democratic in 
the last session, in the next session it will 
be Republican, but electric power owner- 
ship long ago ceased to be a partisan is- 
sue in Pacific Northwest elections regard- 
less of what party is in control in Mon- 
tana, Oregon, Idaho, or Washington. 

If there was any noticeable lesson to be 
learned from elections throughout the 
West, it was for office seekers on the 
state and national level that they are “rid- 
ing a dead horse” if they expect anti- 
investor-owned utility propaganda to 
carry them into office. The voters in the 
Pacific Northwest, as they do in the rest 
of the nation, still feel that our free en- 
terprise system is worth preserving. 





", . . the term ‘liberal’ in politics today usually describes the most ancient 
type of reactionary; for people who believe in an all-powerful state are 
people who believe in the forms of government that resulted in enslaving 
men, not in freeing men. That's been true all along, whether the all-powerful 
state was that of the Caesars or the kings or their more powerful present- 


day counterparts, the dictators." 


—EDITORIAL STATEMENT, 
The Wall Street Journal. 
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They Speak for the Company 


below the Salt 


By JAMES H. COLLINS* 


Management might be so much easier if only the public 

could be "educated" to the nature of regulated busi- 

ness! So thinks utility "brass," and to that end manage- 

ment is coaching speakers, mostly at top levels. Mean- 

while, every utility employee is a speaker for his company, 
his job, his status in the community. 


we have not been doing enough of 

it. Politicos are accused of not hav- 
ing told the citizenry what cooks. Hence 
we have problems in the economy, the 
nation, the world. 

Utility management is plagued by in- 
creasing complexities in running the com- 
pany, and wonders if it may have been 
too closemouthed. If there had been more 
talk, and the public understood regula- 
tion, rates, inflation, costs, taxes, commis- 
sion rulings, explosive community growth, 


( ew Suddenly it is suspected that 


*Professional writer, resident in Washington, 
D. C. For additional note, see “Pages with the 
Editors.” 


JANUARY 5, 1961 


might there not be an informed public 
opinion working on its behalf? 

So, the relations staff is alerted to talk, 
to elucidate, to explain how complicated 
is gas, telephone, power service, and how 
well private ownership is conducting 
them. 

It is illuminating to look back and see 
how recently these talking departments 
were set up in utility and other businesses. 

Talk! 

There is a hope that it can knit up the 
raveled sleeve of care. 


HERE is confidence that an abstract 
public opinion stands ready to put 
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things right as soon as it has the facts, 
and can vote. Like symbolic Justice with 
her scales. Only, like Justice, this sym- 
bolic public opinion is blindfolded, and 
has a sword, and is unpredictable. Cases 
are not far to seek where both of these 
ladies have created two wrongs in trying 
to right one. And such need not be sought 
outside regulated business. 

All around, there is a terrific popular 
appetite for talk. Program managers 
scout for speakers for every kind of audi- 
ence. Speakers’ bureaus are maintained by 
utility companies, banks, political parties, 
and professional organizations. 

“Can you send us somebody to talk to 
our graduating class, our civic club, our 
local chapter?” 

“What about ?” 

“What speakers have you, and what 
are their topics?” 

Business is responding by sending its 
executives, and coaching its technicians 
in the mechanics of public speaking. Util- 
ity management, particularly, with so 
many technical problems, feels that the 
speakers’ bureaus ought to be reinforced 
by technical spokesmen. 


gion up an engineering journal, and it 

will open at an article telling the slide- 
rule man how to become an effective 
speaker. He must organize his facts, and 
simplify them for nontechnical listeners, 
avoid “math” and trade lingo. If he has 
a good, humorous story, it will catch the 
audience’s attention. But beware of race, 
creed, party, minority sensitiveness. Once 
there was an Irishman who was good for 
a laugh, but the poor fellow was over- 
worked—besides today he has a lobby. 
The untouchables are not all in India. 

To overcome woodenness in delivery, 


he is told to smile, gesticulate, look now 
here, now there. His talk should be 
clocked, and not run over. It can be re- 
hearsed before the family, as average 
audience—or before a mirror. 

There are schools ready to teach plat- 
form manner, where he rehearses before 
the class, and is criticized and corrected. 
His talk may be recorded in motion and 
sound, and played back, so he can see and 
hear himself. An electronic device has 
been patented that listens, and lights up 
to simulate audience applause when the 
speaker makes a good point. 


Unaccustomed as You May Be 
Ecos training for the platform, the 

forum, the political hustings, is for- 
midable, with its rules and its devices for 
overcoming diffidence. Many seasoned 
orators, and actors, confess to suffering 
from stage fright, but say that as one be- 
comes interested in his subject or part, 
after the first two minutes, it disappears. 
It is reassuring to hear engineers and 
technicians say that there is a good deal 
of nonsense in such teaching. 

A story is told of an oil company engi- 
neer who was assigned to make a talk to 
an outside group made up of technicians, 
with many “lay” listeners. It was thought 
that a dry run would help him, and the 
company brass pointed out various ways 
in which his talk could be improved. 

This engineer disregarded all the rules 
for platform orators. He droned along 
in a singsong monotone, made no con- 
cessions in technicalities, did not gesticu- 
late—just delivered his engineering 
opinion. 

“Don’t change a thing—it’s just right!” 
said the president of the company, who 
sat in. The actual talk was commended 
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by a few key listeners who got the mes- 
sage, which was what the boss wanted. 

“Platform training may be fine for 
sophomores,” the latter says, “but an en- 
gineer has enough problems in engineer- 
ing to keep him busy. People want to hear 
him as an engineer, not an orator.” 

This public speaking caper is only one 
of the new accomplishments being urged 
on the engineer. Management is eying 
him as an administrator, and he himself 
is eying management as a new field for 
advancement. 

As an engineer he is supposed to be 
immersed in technicalities, wanting to do 
everything himself, not delegating respon- 
sibilities. Teach him to build a team, issue 
orders, and he will make a good vice presi- 
dent. That is the theory. 

The salesmen are coming to the engi- 
neer with customer problems. They are 
inclined to look upon him as a dweller in 
an ivory tower of mathematics, strains 
and stresses, ill at ease with people, and 
feel that if he is taken around to meet and 
advise the customers, it would be a good 
thing for sales, and a good thing for the 
engineer. 

How he looks to other people should 
give the engineer some chuckles. It is all 
in a worthy cause—to more fully utilize 
engineering abilities. 


“What Kind of a Company Is That?” 


id somebody had the time and patience 

to count it up, and classify it, even a 
regional utility company does a mighty 
volume of talking from year’s end to 
year’s end. 

Most of it is above the salt. 

There are the conventions—national, 
regional, local, even international. Man- 
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agement and technical people deliver 
papers, are featured speakers. Specialists 
present regulatory cases, attend meetings 
with other specialists to thresh out relo- 
cation, right-of-way, and similar matters. 
Not much platform charm is needed. 
Mostly, their audiences understand the 
trade lingo. Not much of this talk, im- 
portant as it is, reaches listeners who 
make up public opinion. Not much of it 
deals with problems that management 
would like the customers to understand. 

But below the salt there goes on a great 
volume of talk among employees who may 
be headed for supervisory jobs, and even 
management. It undoubtedly goes far to 
create the “company image” so much 
sought today, and might be turned to 
company advantage. 


ne a utility company with several 
dozen upper-level executives, who are 
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assigned to talking billets. Some of them 
will probably be on call from the speakers’ 
bureau, which offers them, with their spe- 
cial topics, to program managers. In vari- 
ous ways they are paid, such as expenses 
when they go to conventions and wives 
are taken along. In other cases, time al- 
lowances are made. 


S78 a company will have several thou- 

sand other employees in a community 
of several hundred thousand population, 
one or two to each neighborhood block, 
not a very wide ratio. 

But each of these employees lives some- 
where, has neighbors and friends, belongs 
to a church, a lodge, deals with mer- 
chants, has kids in school, and is known 
as a fellow who works for the utility 
company. 

There is an old song that never made 
the Hit Parade, because older than radio: 


“Whare do you work-a, John?” 
“T work on the Lackawan’.” 
“What do you do there, John?” 


“I poosh, I poosh, I poosh!” 


A basic American question : “Where do 
you work?” What kind of work do you 
do? What kind of company is that to 
work for? How long have you been 
there? 

The kind of job a man holds, with what 
kind of company, is a personal status 
rating. Anybody who works for a good 
company must be good himself. To speak 
well of his company, and the nature of 
his work, adds to his status. 


Good Old Days of Indoor Meters 
HESE employees below the super- 
visory levels are constantly speaking 

for their company. If it is a good com- 
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pany, and they feel well placed, compar- 
ing other fellows’ jobs, in these days of 
job hazards, they will be interested in 
telling what kind of a concern it is to 
work for, explain its importance to the 
town. They will be interested in explain- 
ing their own work, telling how they got 
into it, probably after trying other jobs. 

“I was going to enlist again,” says the 
trouble shooter, “when my brother-in-law 
said, ‘Apply for a utility job.’ The com- 
pany trained me to do this work. I’ve had 
two promotions in three years.” 

Articles about utility employees who 
have reputations as local speakers, talk- 
ing about their work, are regularly pub- 
lished in employee magazines. 

Here is a cable splicer who was trans- 
ferred to the commercial sales depart- 
ment, and got up a talk about “What 
Happens When You Telephone.” He il- 
lustrates his talk with a dismantled set 
and other equipment, speaks in schools 
and to neighborhood gatherings. To spark 
interest, he has learned a few sleight-of- 
hand tricks to catch attention. 

Among such employees will always be 
found some who have the teaching in- 
stinct. They are taught first aid, job safe- 
ty, defensive driving, and other skills by 
the company, and.are impelled to pass 
these along to others, form classes of 
youngsters. 


BS hevcay is an untapped utility asset in 
this talking and teaching by the 


whole body of employees. 

It adds up to contacts, which are dis- 
appearing in this and many other areas. 
More and more our work and living are 
going push button, pulling up apart. Boy 
still meets Girl, but not as easily. There 
used to be the companionship of the sub- 
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urban train. Now we drive ourselves and 
get into traffic jams. Contacts in our jobs 
are vanishing, as companies spread out 
over the country. We do not see those 
we work for, or with. 

Typical is the story of the eastern cor- 
poration that developed Pacific coast busi- 
ness after the war and set up Los Angeles 
offices. Loss of contacts led to flying the 
New York office to the coast, brass and 
families, dogs and parakeets. In a little 
while they were all flown back, because 
there was a heavy expense of money and 
time in flying management people back 
and forth. 

It may well be that the coming pattern 
of management will be, each executive 
in his separate star, with electronic brains 
talking to each other, microwave. 

In telephony, loss of contacts, through 
operating economies, has isolated sub- 
scribers who were accustomed to the 
neighborliness of party lines so that they 
find nobody within thirty miles to tell 
them the time of day. 


— of contacts with customers is blamed 
for popular apathy toward his com- 
pany by a power executive." 
1“Good Public Relations Program Counters Pub- 
lic Apathy,” by Harry T. Pritchard, chairman of 
the board, Indianapolis Power & Light Company, 


Pusiic UTILITIES ForTNIGHTLY, August 18, 1960, 
Vol. 66, No. 4, p. 228. 
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For example, he says, there used to be 
the meter reader. The meter was in the 
kitchen. He and the cook knew each other. 
If she had a chip on her shoulder, he was 
a whipping boy sent by the power com- 
pany, and wiped his big gunboats as or- 
dered. She might be in a wisecracking 
mood. “Look at that thing with yer glass 
eye!” The power company has sent her a 
straight man. Or it is the bill collector, 
and the housewife asks him to come 
around again after pay day. He has some 
credit leeway. He is a person, not a face- 
less corporation. 

Today, the meter is outdoors, the meter 
reader seldom seen, coming around every 
other month. Utility bills come on a pos- 
tal, are paid by check, or at a bank. The 
company had customer contacts when it 
sold appliances, but now that business has 
been turned over to dealers. 


F , qunwiants and billing have invited 

mechanization. The possibilities of 
automatic meter reading are being ex- 
plored. The wizard Steinmetz used to say 
that if the accounting could be done 
away with, household customers might 
use all the electricity they wanted, at a 
flat rate—the stuff itself was cheap. He 
went further—without the paper work, 
electricity might be free. 
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This loss of contacts is largely respon- 
sible for popular lack of understanding of 
the power business, Mr. Pritchard be- 
lieves. He maintains that there are possi- 
bilities in cultivating customers through 
remaining contacts, such as courteous 
treatment in handling complaints, con- 
sideration for property owners’ lawns and 
trees on construction projects. 


Why the “War Tax” Stays 


8 pamnatel “educational” campaigns to 
bring about better popular under- 
standing of regulated business suffer un- 
der a basic handicap. 

Contrast the issues in a political cam- 
paign, where personalities clash, and emo- 
tions are raised to the boiling point by 
threats and promises. The rascals must be 
turned out. There will be pie 4 la mode 
for everybody. Everybody has a vote. 
Nearly half of everybody votes. It is all 
forgotten the day after election. It is all 
done with mirrors. The issues are big and 
personal. 

The issues in a rate case are nothing 
like that. The utility company may be 
cast as a villain, threatening the family 
budget. It is a synthetic battle, fought in 
headlines. There may be no vote on it. 
The customer’s feeling is that utility bills 
are a moderate in the household budget. 
Power, gas, and telephone are nothing 
like mortgage payments, car expenses, the 
kids in school, taxes, insurance. Nobody 
has to meet them with a personal loan 
from the bank. 


Isn’t there a state commission of some 
kind that looks after that, sees that they 
are reasonable? So, why get hot and 
bothered? The very fact that utility serv- 
ices are a bargain makes it difficult to 


“educate” the public to the need for more 
equitable rates. 

Undoubtedly it is this attitude toward 
the industry that has kept the “war tax” 
hidden in telephone bills for fifteen years, 
not enough public understanding having 
been created to have it removed from the 
tax tangle. Indeed, as a somewhat curi- 
ous by-product, “education” along that 
line appears to have drawn attention of 
the politicians to the very size of the tax, 
as a lot of money that might be taken 
over by the states and spent for other 
purposes. 


They Loved “Big Charlie” 


FX more important than platform 

stance, say experienced speakers, is the 
psychological bond that can be formed 
between the speaker and an audience. An 
audience is like the dog that barks at a 
stranger, and at the same time wags its 
tail. There can be a minute or two, as the 
unaccustomed speaker is introduced, when 
his knees tremble. All those people out 
there, sizing him up, ready to laugh at 
any awkwardness. 

There are always a few listeners on 
the alert for mispronunciations, errors of 
fact, wrong quotations. The practiced 
speaker—or writer—knows that they de- 
rive an egotistic kick from catching a 
slip. It is satisfaction that they know 
more than the speaker or writer on some 
single point. The veteran lets them have 
their fun, turns a laugh, either on them, 
or on himself. Long ago, the newspaper 
letter to the editor was invented as a 
safety valve. 

Any kind of laugh helps establish the 
psychological bond between speaker and 
audience. In the first awkward minute or 
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two that the novice suffers, his listeners 
are sizing him up, generally going to like 
him. 

When General de Gaulle was being jet 
flown across our fair land, showered with 
torn telephone books, he meticulously 
thanked his audience for their hospitality. 
On one occasion he thanked the people of 
Chicago, though he was in San Francisco 
that day. His interpreter caught the slip, 
but not before the audience. They had a 
huge laugh. Imagine! “Big Charlie” los- 
ing track of where he was at! They loved 
him for it. 


“What Is This Business All About?” 


Uo men and women below the 
salt have a natural bond with audi- 
ences, whether made up of a local group, 
or neighbors before dinner. The gas, 
power, and telephone companies are ab- 


stractions in newspaper reports of a rate 
case, but the utility employee who lives 
in the same block, and has a job with 
them, is a person. What he says about his 
company is believable. If he says the com- 
pany is all right, that the current rate 
case is being settled on technicalities, that 
these are nothing that outsiders are likely 
to understand, that all he knows about it 
himself is that the community is grow- 
ing, needs a lot of utility service that has 
to be paid for somehow, his opinion car- 
ries weight. Whatever an accomplished 
company speaker might have to say, he 
is admittedly on the company’s side. 
Below-salt employees have no company 
ax to grind, and that is a status worth 
preserving. How far this status can be 
turned to account seems to be a good 
question for utility relations people. 


Regulated industry has been growing 
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more and more complex since war’s end, 
with rising costs, new laws and taxes, 
state and federal decisions, so that, for 
top management, a sort of “Washington 
letter” was needed. The P.U.R. Execu- 
tive Information Service was developed 
to keep executives posted not only on 
Washington news, but state rulings for 
each utility. Coming weekly, it keeps 
management informed on current mat- 
ters, and gives perspective on the future. 
In addition, it has been informative for 
new employees in management jobs, an- 
swering their questions as to what the 
business they have come into is all about. 


eoeiges it was asked if something 

of the kind could be provided for su- 
pervisory employees. A new information 
service was developed, taking the form 
of a study course that would give these 
employees an overall education in the 
fundamentals of utility business. It com- 
prises a year’s weekly lessons, with print- 
ed texts, covering the different depart- 
ments of regulated industries. These 
lessons are supplied by companies, on a 
subscription basis, are adapted to group 
discussion or home study, and include 
certificates for completed studies, after 
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examinations. Both management and em- 
ployees taking the course commend it as 
giving a broader outlook on the business 
they are in. They are better able to an- 
swer questions asked by customers, and 
the public, and particularly by employees 
working under them. Many of these em- 
ployees are headed for supervisory and 
management posts, and the lessons help 
them to promotion.® 


The Loan Security of a Good Job 


— psychological bond with lis- 
teners in these employee audiences 
is, that listeners have the same problems 
as utility companies. 

The notion that a utility company has 
a state-endowed monopoly of its business 
is widely held, and a little comic when 
analyzed. As the telephone fellow learned 
a few sleight-of-hand tricks to focus 
interest, so this belief might be exploded 
for listeners who have to meet the com- 
petition of unregulated enterprise. 

“You are protected,” a heckler might 
say. “You charge rates set by the state; 
nobody else can go in your business— 
pretty soft!” 

A glance around will quickly show that 
all utilities have competition. Gas and 
electricity battle for the heating, air-con- 
ditioning, and appliance loads. Oil and 
coal are breathing down their necks. Tele- 
phone companies have telegraph, the post 
office, private lines, and other competi- 
tors. 

The post office was once the perfect 
monopoly. Congress forbade anybody else 
carrying letters. That put out of business 

_2“The P.U.R. Guide—An Employee Informa- 
tion Program,” by Francis X. Welch, Pustic 


Utmuries FortNiGHTLY, May 22, 1958, Vol. 61, 
No. 11, p. 752; reprints available. 


many local express companies that carried 
letters. They issued their own postage 
stamps, which are now great collectors’ 
rarities. Today people can communicate 
by telephone, telegraph, by electronic ro- 
bots talking to one another. 

Competition is thought about as price 
cutting, one business taking customers 
away from others. In utilities, electricity 
once took away all the gas lighting, and 
the gas business appeared to be doomed. 
But it came back with the kitchen stove, 
and while ever since there has been fierce 
rivalry between these two public service 
industries, each has grown larger. Com- 
petition spurs invention, which gives the 
public a wider choice of services, new 
ways to use both gas and “juice.” As the 
saying goes, competition is the life of 
trade—and that is certainly the case in 
public utilities. 


Why Many People Are against Profit 


AS average audience will include lis- 
teners who have the notion that 
profit is sin, that all right-thinking citi- 
zens should be against it. 

This feeling goes back to the Middle 
Ages, when banking was done mostly by 
money lenders, who charged what inter- 
est the traffic would bear, which was 
held to be against the Bible. 

Later on, in the industrial revolution, 
it was called “exploitation” when a mill 
owner took a cut of workers’ pay. Karl 
Marx wrote a book based largely on that 
theme. His remedy for that was Com- 
munism. He should have lived to see 
what happened in America, where the 
factory owner had to create jobs before 
he could take a cut of wages. Our way 
of life has been built on that. 
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Profit may look like the wages of sin, 
until you look around to see what is done 
with it. A business company plows back 
a large proportion of its profits into bet- 
ter equipment, larger plants, cost econ- 
omies—and more jobs! The individual 
who gets profit in the form of a pay 
raise, plows back, too, for home improve- 
ments, appliances, education, recreation. 

Profit is growth. 

Company finance is a knotty subject to 
explain to an average audience, unless a 


psychological bond is formed. That is ac-, 


complished by asking for a show of hands 
among listeners who have ever borrowed 
money on a mortgage to buy a home. Let 
them remember how the bank quizzed 
them on their jobs. Where did they work, 
how long had they worked there, was the 
job steady? A good job with a good com- 
pany was the principal security they had 
to put up for the loan. 


ee company is constantly bor- 

rowing money, through bonds and 
stock issues, and has to stand quizzing, 
not by bank officers, but by investment 
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experts. And when all the Wall Street 
lingo is cleared away, the gas or power 
company has to show that it has a good 
job, with the community, its boss, and 
that it is rendering the quality of service 
that makes it a steady job. 

Just as an individual jobholder might 
be fired for carelessness or sloppy work, 
so a utility company can be hauled over 
the coals if it renders unsatisfactory serv- 
ice. As state regulatory commissions are 
charged with determining reasonable 
rates, so they are required to sample 
service, see what kind the community is 
getting, and call for improvement, if 
needed. The public can complain to the 
commission and get action. In one state 
the commissioners say, “All anybody 
needs to start a case is a postal card.” 


The Rebirth of the Telephone Installer 


HILE some of the old customer and 

community contacts are being lost, 
with mechanization and operating econ- 
omies, others are materializing, to be 
cultivated. 
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Alas, the old-time meter reader and bill 
collector—gone with the iceman. 

But lo! the telephone installer appears, 
with color sets and his sales line. 


NTIL color came, the installer was 
largely a mechanic, a back-door 
visitor not on as good a footing as the ice- 
man, who came every day, where the in- 
staller probably came no oftener than 
Santa Claus. 

He hammered on the door with his 
screw driver, was impatient until an- 
swered, bellowed “Telephone man!” as 
though he was police, put in the standard 
black set, and departed. 

If the subscriber had had the imagina- 
tion to order an extension, he put that 
in, but it had to be bought. He did not 
know how to sell it. 

With color, overnight, he became a 
new man. He was called into a class and 
coached in refinements such as ringing 
the doorbell lightly, waiting patiently un- 
til somebody came; greeting that person 
by name, taken from his service order; 
giving his own name as the telephone 
man, a person; stepping back two or three 
paces for the assurance of a cautious 
housewife, and carrying a couple of color 
sets along with the black one. He learned 
that the color sets spoke for themselves. 

He was taught to ask questions about 


the placement of the phone, for saving 
steps, and as a safety device, and to sug- 
gest extensions for convenience. He 
learned to take advantage of things 
working for his sale, such as the attrac- 
tion of his merchandise. It had, as the 
saying goes, only to be seen to be appre- 
ciated, and wanted. 


Gr, there was sales resistance. The 
new subscriber said she would have 
to think about it, talk it over with her 
husband. The sale was helped along by 
having her handle the new phones, learn 
the convenience of long cords, spring 
coils, and see how color could match 
decorations. 

Many a sale is slowed up by the fact 
that the customer hesitates over a deci- 
sion; it can be helped along by certain 
gimmicks. The Joneses have installed this 
improved equipment, the Joneses are 
going to be astounded when the hesitant 
customer is first to make the installation. 
Then, when the decision is finally made, 
it is good sales strategy to sell it to the 
customer. 

What color and sales training have 
done to create a new contact teaches us 
that there are more relations possibilities, 
to be spotted, and built upon, than is 
thought. 

Many to be sought below the salt. 





oo misunderstanding about business can be cleared up, to the 
profit of both employer and employee, but it takes a continuing, well- 


planned program to catch and explain rumors and half-truths, to give the 
reasons why business sometimes must act as it does. Well-informed employees 
can be your strongest asset in presenting your business to the public and to 
lawmakers, and in generating support for the business viewpoint in such im- 
portant matters as taxation and inflation." 

—EDITORIAL STATEMENT, 

Chamber of Commerce of the United States. 
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Kennedy and the Government 
Power Bloc 
— the accent on international af- 
fairs and appointments at the Cabi- 
net level, President-elect Kennedy heard 
quite a lot from supporters of federal 
power projects during his preholiday stay 
at his Georgetown home in Washington, 
D. C. On December 6th, for example, 
quite a delegation of champions of fed- 
eral power project activity called on the 
President-elect, including James Patton, 
president of the National Farmers Union, 
Clyde T. Ellis, general manager of the 
National Rural Electric Co-operative As- 
sociation, Pat Greathouse, vice president 
of the United Automobile Workers, and 
Kenneth Holum, director of the Midwest 
Electric Consumers Association. Heading 
the group was Alex Radin, general man- 
ager of the American Public Power Asso- 
ciation. 

The composition of this delegation 
clearly indicates that they must have dis- 
cussed so-called “public power” and re- 
lated matters. One of the related matters 
was the possible appointment of Mr. Ellis 
as an Under Secretary of the Interior, or 
other high government post. 
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The following week Mr. Kennedy also 
had a visit from Representative Trimble 
(Democrat, Arkansas), who has been 
sponsoring a so-called national conserva- 
tion bill in the last two Congresses which 
would put greater emphasis on multipur- 
pose development of all watershed areas, 
including hydroelectric development. Mr. 
Trimble said that the President-elect in- 
dicated that he fully realized the impor- 
tance of natural resource conservation, 
which Trimble said was second in impor- 
tance only to the national defense. Ac- 
companying Trimble in the interest of a 
stepped-up program of natural resource 
conservation were Representatives Lester 
R. Johnson (Democrat, Wisconsin) and 
Ralph Rivers (Democrat, Alaska). 


. ae during his pre-Christmas sojourn 
in Georgetown, Senator Kennedy 
had a visit from Michael Kirwan (Demo- 
crat, Ohio), chairman of the House Pub- 
lic Works Subcommittee of the Appro- 
priations Committee. Kirwan himself dis- 
counted the alternative suggestion that he 
might be seeing Kennedy about Ohio pa- 
tronage. He said that could scarcely be so, 
in view of the heavy vote Ohio had given 
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to Kennedy’s election rival, Vice Presi- 
dent Nixon. This would indicate that 
Kirwan’s mission was to assure the Presi- 
dent-elect that ample appropriations would 
be available for “public works or other 
fields.” 


On December 15th, Kennedy saw Rep- 
resentative Harley O. Staggers (Demo- 
crat, West Virginia), who presumably 
talked about doing something to relieve 
the coal-producing areas. Chronic unem- 
ployment in coal-producing areas may 
lend support to the plea for a national 
fuels policy. The Kennedy administration 
is expected to look more favorably upon 
the establishment of some sort of overall 
fuel plan for the nation. Such a fuel pol- 
icy is opposed, or at least questioned, by 
natural gas industry leaders who suspect 
that under the guise of preserving the 
“national security” the proposal would in 
fact be tailored to favor the coal indus- 
try. The usual pattern would be to start 
off such a movement with a “study” and 
since studies are relatively inexpensive, 
the budget-pressed Kennedy administra- 
tion might welcome this as an economic 
stopgap to placate the demands of the 
coal areas for some measure of relief. 


As before the holiday period, Senator 
Kennedy named a committee to look 
into the problem of depressed areas. Sena- 
tor Douglas (Democrat, Illinois) heads 
the group and recommendations covering 
both legislative action and possible non- 
legislative executive orders are expected 
to be submitted to the President-elect by 
the first of the year. Speculation is that 
the report will contain recommendations 
for low interest loans for industry in de- 
pressed areas, suggestions for a national 
fuels policy, and legislation relating to 
coal and mineral research. During the 
last session of Congress, a Democratic- 
sponsored bill, covering depressed areas, 


was vetoed by President Eisenhower. 
Speculation is that the Kennedy policy 
will go further than the provisions of the 
vetoed measure. 

The Congress has not been entirely 
loafing during the interregnum. The Joint 
Economic Committee on December 12th 
released a report entitled “Energy Re- 
sources and the Government.” The 600- 
page report contains statements received 
from federal and state agencies which 
have responsibilities in connection with 
production, distribution, or the develop- 
ment of energy resources. Congressional 
leaders, such as Representative Patman 
(Democrat, Texas), a member of the 
Joint Committee, look to the report as a 
basis for further study of the relation- 
ship of government to the energy require- 
ments which would promote maximum 
employment, production, and purchasing 
power. 


Ox the atomic power front, Alex Radin, 
already mentioned as seeing the 
President-elect on public power matters, 
made a recent address to the annual meet- 
ing of the Washington Public Utility Dis- 
tricts’ Association in Seattle. He said Con- 
gress should approve production of elec- 
tric power at the Hanford atomic works. 
Congressional approval of this in the com- 
ing session would mean power could be 
on the line in 1964, according to Radin. 
Radin also said a statement by the In- 
terior Department that no dams are 
needed on the Middle Snake was based 
on an “exceedingly pessimistic view” by 
Bonneville of the Pacific Northwest’s in- 
dustrial growth potential. He disputed 
what he said was the Interior Depart- 
ment’s argument that a proposed treaty 
with Canada makes Middle Snake dams 
unnecessary by clearing the way for con- 
struction of Libby dam on the Kootenai 
in Montana. “These developments are in 
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no way a substitute for Nez Perce,” Radin 
said. 


Snake River Hearings in Recess 


ial is becoming more apparent that the 
government power bloc hopes to use 
the recently announced Canadian treaty 
as a blockade to stall any early decision 
by the Federal Power Commission on 
granting a private company license to de- 
velop the High Mountain Sheep dam. 
The Interior Department, even under 
Eisenhower’s Secretary Fred Seaton, con- 
tributed somewhat to this strategy when 
it informed the FPC that Snake river 
power would not be needed in the near 
future in the light of the Canadian treaty 
possibilities. 

Aside from such strategy, however, the 
ordinary routine handling of the rival 
Snake River dam applications suggests 
that no final action can be expected from 
the FPC before next spring at the earliest. 
In the meanwhile, the complexion of the 
FPC may be changing due to appoint- 
ments by the new administration. Ken- 
nedy will be in a position to appoint two 
out of five members of the commission 
right off the bat following his inaugura- 
tion, and a third vacancy is coming up 
next June. 

The Snake river hearings before an 
FPC examiner were recessed on Decem- 
ber 14th until January 4th. In these hear- 
ings Pacific Northwest Power Company, 
organized by four of the Pacific North- 
west’s major private utilities, seeks a li- 
cense to build a 670-foot high dam at the 
High Mountain Sheep site on the Snake 
river between Oregon and Idaho just 
above the confluence of the Salmon river. 

The Washington Public Power Supply 
System, a group of Washington state 
public utility districts, is asking to build 
a 700-foot high dam at the controversial 
Nez Perce site below the fish-rich Salmon 
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river, about three miles downstream from 
High Mountain Sheep. 

Cross-examination of eight of the 
power district witnesses will begin when 
the FPC hearings resume. The private 
company witnesses already have been 
cross-examined. 


ties hearings over the disputed waters 
of the Snake river are expected to 
continue until at least February, with still 
another thirty-five witnesses to be heard. 
These include technical witnesses from 
the FPC, from the state public utility 
commissions of the area affected, and 
more than twenty spokesmen for fishing 
interests and other Northwest conserva- 
tion groups. 

The Nez Perce project has been bitterly 
opposed by fisheries interests—both sports 
and commercial—on the grounds it would 
present an impossible barrier to a third of 
all Columbia river Chinook salmon and 
steelhead trout who seek the Salmon 
river tributary to spawn. High Mountain 
Sheep, which leaves the Salmon river free 
for fish migration, has had the support of 
fisheries interests. 

While the Department of Interior has 
told FPC the prospects of Canadian stor- 
age for new power will permit delay of 
Middle Snake river dams pending a solu- 
tion of fish passage problems, two major 
conservation organizations of the North- 
west reaffirmed their opposition to Nez 
Perce and support of High Mountain 
Sheep. They were the Washington State 
Sportsmen’s Council and the Idaho Wild- 
life Federation. 

Both dam applicants have asked that a 
Bonneville Power Administration witness 
be furnished for cross-examination on 
Northwest power load estimates used by 
the Department of Interior to form its 
opinion that projects south of the inter- 
national boundary be delayed because of 
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the potential benefits of Canadian water 
storage. All parties differ as to surpluses 
or deficiencies of power during the 1960’s. 


geome NorTHWEST Power says it is 
ready and willing to start immediate 
construction of the $257.1 million High 
Mountain Sheep project. The four-com- 
pany group contends it needs the initial 
output of 1 million kilowatts by 1966, the 
earliest the big project could be con- 
structed. If a license is denied, the com- 
pany says it would have to turn to more 
costly thermal sources of generation to 
meet power needs of more than 800,000 
customers. 

With the hearings only barely getting 
under way, over a million words of tes- 
timony already have been filed, covering 
over 4,000 pages of transcript. Observers 
in the nation’s capital say the proceedings 
may well rival the Hell’s Canyon case of 
the mid-fifties. 


|. pape we close the books altogether 

on 1960, which had its good points 
as well as its bad points, we note that the 
recent election returns are still furnishing 
plenty of conversation pieces. This is not 
just by way of post-mortems, long counts, 
or recounts, but mainly in an effort to un- 
derstand the influences which are likely 
to emerge on the new horizons and the 
new frontier towards which President- 
elect Kennedy beckons us. 

There are plenty of perennial and 
hang-over problems which will be carried 
into the New Year. Criticism of the fed- 
eral commissions and their procedures has 
been an issue for going on three years; 
that is, in a rather intensive stage. Maybe 


the New Year will bring some relatively 
permanent solution to the difficulties 
raised by three years of congressional in- 
vestigations. The forthcoming report by 
James M. Landis is expected to stress the 
importance of finding qualified commis- 
sioners to exercise the responsibilities of 
modern expertise. This will pose a chal- 
lenge for the new administration. Where 
to find these paragons of virtue and wis- 
dom will be hard enough. But after they 
are found (and confirmed by the Senate), 
the job of making their brilliance emerge 
in such a way as to gain the approval of 
at least two tiers of federal courts may 
prove even more of a chore. 


F .. tows all, expertise is as expertise does, 

and no matter how expert a com- 
mission, or how well qualified its mem- 
bers, their combined and individual efforts 
can all be modified, if not nullified, by 
appellate tribunals relatively innocent of 
any background in detailed knowledge of 
public utility industry operations or regu- 
lation. 

What price the expertise of a PhD in 
engineering or a career on a regulatory 
commission if a federal judge, whose 
background has been confined to legal 
practice in other fields or in judicial cham- 
bers, is set over them in the rdle of super- 
visor? Mr. Landis’ report may not have 
very much to say on that score, although 
he has so far avoided the temptation of 
plumping for a special administrative ap- 
pellate court. Maybe what the federal 
commissions need as much as anything 
else is more disinterested umpiring and 
less back-seat driving at the judicial 
level. 
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Revolutionary New Devices 
And Projects in 
Communications 


> om communications industry today is 
in such a ferment of research and 
change that merely to describe recent 
scientific and engineering developments 
is somewhat of a project. While it is 
difficult to assign earnings potentialities 
to the various new devices and projects, 
Wall Street has been greatly intrigued by 
their future possibilities. Some of the 
market glamour of the electronics stocks 
has rubbed off onto the major communica- 
tions stocks, giving them higher price- 
earnings ratios and taking them out of 
the strictly investment category to which 
they used to be relegated. 

This appears almost equally true of the 
four leaders in communications research 
—American Telephone and Telegraph, 
General Telephone & Electronics, West- 
ern Union, and International Telephone 
& Telegraph. It is less true, of course, of 
the operating companies which — while 
they may share in the use of future im- 
provements in the art—are not primarily 
concerned with research, patents, and 
royalties. The increased popularity of the 
communications companies is indicated by 
the following comparison: 
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Financial News 
and Comment 


By OWEN ELY 


American Tel. & Tel. ... 

Western Union 

General Telephone & Elec- 
tronics 1 

International Tel. & Tel. 15* 


*Adjusted for split up. 


we the most revolutionary of the 
new developments is AT&T’s proposed 
50 satellites (described in this depart- 
ment, September Ist issue). AT&T plans 
to have its own satellite within a year 
to test transmission of TV and telephone 
calls from this country to Europe. This 
would be a first step towards the pro- 
posed world-wide network which the 





DEPARTMENT INDEX 
Page 
Revolutionary New Devices and Proj- 
ects in Communications 
Chart—Price Trends of Utility Stock 


Table—Current Yield Yardsticks .... 


Dissenting Ohio Opinion on Flow 
Through 


Five-year Nonrefundable Feature Used 
in Many Bond Offerings 


Tables—Financial Data on Gas, Tele- 
phone, Water, and Transit Stocks 
46, 47, 48 

















FINANCIAL NEWS AND COMMENT 


company plans to build and operate, at a 
cost of some $170 million. While Space 
Agency Director Keith Glennan had of- 
fered to make available to industry at cost 
the rocket and launching facilities for such 
efforts, the Bell system has prepared it- 
self to contract for launching the satellite 
and begin building ground stations. Nat- 
urally, however, it hopes to get the help 
of the administration in launching the 
satellite, and the decision will probably 
be up to the FCC and President-elect 
Kennedy. 


The new satellite would be a sphere 
four feet in diameter, weighing about 
175 pounds, and orbiting the earth at an 
altitude of some 2,200 miles, according 
to The Wall Street Journal. It would be 
equipped with electronic devices to receive 
and amplify signals from earth, then 
“bounce” them to ground stations in the 
U. S. and Europe. A team of British 
communications experts are co-operating 
in technical discussions. The experience 
gained with the successful Echo satellite 
(still in orbit) is valuable, although the 
latter merely acted as a mirror to relay 
signals, without amplifying them. 

Bell Laboratories and Western Electric 
also devised and produced the Command 
Guidance System for Tiros II, the 
weather satellite now in orbit. Over 9,000 
solar cells (invented by Bell) surround 
Tiros and provide power for its many 
instruments—T V cameras, tape recorders, 
etc. 


# oe new or pending projects of the 
Bell system are the following: The 
company recently announced some of the 
results in Morris, Illinois, where the 
world’s first electronic central telephone 
office has been set up. The ECO system, 
as it is called, will use more compact, 
faster, and more economical equipment at 
local telephone headquarters. The Morris 


equipment, costing about $5 million, was 
extended initially to 62 special telephones, 
15 of which could produce two or three 
of the “magic services” for which the 
system was designed ; eventually there will 
be some 600 such customers. Users of 
the new system will have to get used to 
an electronic buzzer with eight different 
tones. 

The new system uses a combination of 
tiny gas tubes, a vast memory system, 
and thousands of transistors and other 
solid state devices operating in millionths 
of seconds. The ECO method will per- 
form many special service functions, a 
few of which already have been tried in 
Europe. By 1965 the system will go into 
actual production, for general use in some 
10,000 central offices. Moving parts are 
largely eliminated in the new system and 
it is said that ECO will diagnose its own 
troubles. The new central office system 
was described in detail in Business Week 
for November 19th, and also in the au- 
tumn number of the Bell Telephone 
Magazine. (See, also, page 55.) 


B™ is introducing the new data-phone 
service which enables business ma- 
chines such as computers to “talk to each 
other” over regular telephone lines. Cus- 
tomers’ business machines — handling 
paper tape, magnetic tape, or punched 
cards—can send the data over the phone 
at speeds of up to 1,200 bits per second. 
The Bell system has forecast that, within 
the next decade, the amount of communi- 
cation between electronic business ma- 
chines in different cities may be as large 
as telephone communications between 
people. 

Bell is planning to introduce gradually 
“all-number numbers,” eliminating the use 
of letters and thus avoiding the problem 
of setting up new names for central of- 
fices. Tests have also shown that it is 10 


JANUARY 5, 1961 





PUBLIC UTILITIES FORTNIGHTLY 





TREND OF UTILITY STOCK GROUPS 
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per cent faster than dialing the letter- 
numeral combination. The first of the 
new numbers was assigned to Western 
Electric Company. 

President Kappel recently announced a 
plan for a flat rate on business long- 
distance calls; an application has now 
been filed with the FCC to carry out the 
program. The new system would permit 
business customers to call over wide areas 
and even across the Continent at a flat 
monthly rate. 


8 gee distance dialing, by which tele- 
phone users can dial their own long- 
distance calls, is now enjoyed by about 
20 million customers and will be almost 
universal in a few years. President Kap- 
pel recently stated, “It appears to me that 
step by step, the distinction between ‘local’ 
and ‘long distance’ in communications 
will gradually disappear.” 

Ocean telephone cables are now being 
designed with much greater capacity and 
longer range, which will permit avoiding 
the trouble spots of the Newfoundland 
fishing grounds (where Russian trawlers, 
accidentally or otherwise, have caused 
trouble with existing cables). Other new 
developments are the “call distributor” 
which will allocate incoming calls in ticket 
offices, department stores, etc., to what- 
ever phones are free. Prewiring of houses 
under construction is being tested; a typi- 
cal house might get as many as 22 poten- 
tial phone outlets, encouraging residents 
to add more extension phones. Bell has 
recently introduced an “electronic larynx” 
for persons who have lost their speech 
as a result of paralysis or surgical re- 
moval of the larynx. 


Ov the long-term future, the forecast 

is made that radiotelephones, carried 
in the pocket, may enable a person to talk 
with anyone else, anywhere in the world, 


at any time. This will have to await de- 
velopment of the tunnel diode as successor 
to the transistor—it is only about one 
per cent of the latter’s size and uses only 
one per cent as much power as the tiny 
transistor. But because of the present high 
cost of such “miniaturization,” first ap- 
plications of the diode will be limited to 
defense systems and it is unlikely that it 
will be used for telephones for some 
years. 

However, small portable two-way 
radiotelephones, for use over small areas, 
already are in vogue, since the FCC has 
set aside a “Citizens’ Band” which in- 
cludes 23 radio channels for the general 
public. (A license is required.) This has 
resulted in a boom in the manufacture 
of small sets and some 60 producers are 
now making so-called class D transceivers, 
with the business running around $100 
million per annum. According to The 
Wall Street Journal the gadgets are main- 
ly used for personal messages by the 
100,000 licensees, although of course the 
messages can be received by others also 
if they “tune in.” 


ee again to satellites, Interna- 
tional Telephone & Telegraph has 
also been “getting into the act.” In full- 
page ads it has featured a new communi- 
cations satellite called “the Courier” 
which is apparently a revised version of 
Echo. The new satellite makes a trip 
around the world, at a height of about 
600 miles, in less than two hours and 
during six to ten minutes of this time 
it can be used for sending messages at 
the rate of 68,000 words a minute. In 
between the six-minute intervals, when 
the satellite is out of action, the ground 
station equipment is busy compiling and 
coding new messages which will be ready 
for transmission at the next opportunity. 

Western Union is now building an $80 
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million microwave system, largely for the 
use of the Air Force, and envisions the 
possibility of a nation-wide microwave 
system. However, this would require 
some years to complete and might cost 
several hundred million dollars to con- 
struct. The microwave system can be used 
for a wide variety of communications 
services, including computer data, facsim- 
ile, etc. 


_— weeks ago Western Union an- 
nounced the signing of a contract 
with the U. S. Air Force for construction 
and leasing of the world’s largest and 
most advanced communications system, 
capable initially of handling about 100 
million words daily. Completely automatic, 
it will eventually link 450 bases, air sta- 
tions, depots, and civilian suppliers and 
can greatly improve inventory controls. 
It will handle at high speed enormous 
quantities of narrative data, digitalized 
voice, and graphic information, which 
need not be reduced to perforated tape. 
The system will initially serve five major 
centers and will later be extended to six 
additional centers, none of which are lo- 
cated in large cities. The first center, at 
Norton Air Force Base in California, is 
scheduled for operation in November, 
1961, and the remaining four domestic 


centers are due to be completed during 
1962. 


Howes microwave may be in for 
some competition from other novel 
methods of long-distance communication. 
General Electric several months ago 
announced “Thin Route Tropo,” a sys- 
tem for bouncing signals off the tropo- 
sphere several miles above the earth, 
which is now under experimental develop- 
ment. The new electronic system is said 
to reduce the cost of high-speed telegraph 
and data transmission by 60 per cent, as 
well as being more reliable than high- 
frequency radio, less vulnerable than 
microwave or VHF transmission to at- 
mospheric interference, and cheaper than 
previous systems of this kind. 

The Bell Labs have also come up with 
the “optical maser” which produces light 
waves which can be thrown in an intense 
narrow beam; it produces a red light a 
million times brighter than the red in 
sunshine. The light can probably be de- 
veloped to carry conversation or TV, but 
development of maser is still in its in- 
fancy. IBM is also working on masers 
(or “lasers”) which they think will in- 
crease the number of channels available 
for the transmission of information. The 
IBM masers use uranium and samarium 
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ions which are an improvement over the 
ruby optical maser. The new device will 
concentrate a beam of waves 10,000 times 
narrower than that of a microwave trans- 
mitter, at a distance of 100,000 miles. 


ye Union is pushing the use 
of its various facsimile devices, 
and the management has been somewhat 
disturbed by the Post Office Department’s 
recent announcement that it was consider- 
ing the use of facsimile for expediting 
“preferred mail.” Western Union had 
been co-operating with the Post Office 
Department in developing the new process 
and had assumed that it would share in 
the carrying out of the plan. President 
Marshall of Western Union held that the 
department should contract with the com- 
munications industry for facsimile trans- 
mission facilities in the same manner as 
mail contracts are now given out. Mr. 
Summerfield (the outgoing Postmaster 
General) had stated that the facsimile 
method would be available for general use 
in two or three years. 


> 


Dissenting Ohio Opinion 
On Flow Through 
oe to the order in the Cincin- 

nati Gas & Electric rate case by a 
majority of the public utilities commis- 
sion of Ohio (see pages 905 and 906, 
December 8th issue), an 18-page dissent- 
ing opinion by Commissioner Everett H. 
Krueger, Jr., has now become available. 

He points out that an express purpose 
of Congress in the enactment of § 167 
of the Tax Code was to encourage private 
enterprise to incur risks of expansion by 
generating capital internally through use 
of accelerated depreciation and quotes the 
1954 reports of the House and Senate 
committees to this effect. Moreover, he 
states, all federal courts and most federal 


commissions which have ruled to date on 
this question, have also agreed that the 
purpose of § 167 was to assist the expan- 
sion of facilities and aid economic 
growth; while the tax advantages are not 
designed to benefit consumers directly, 
nevertheless by use of deferral accounting 
or so-called normalization of tax differen- 
tials consumers are saved from injury, 
because the funds thus accumulated are 
restricted for use in payment of dividends 
or for reservations to surplus. (To sup- 
port this he cites some 27 decisions. ) 

He also points out that in utility rate 
regulation, one of the necessary factors 
in fair rate of return is “the increment 
necessary for a utility to attract capital 
for plant modernization and expansion.” 
In this connection, it should be recognized 
that utilities meet most of their capital 
needs through issuance of securities, while 
unregulated businesses secure most of 
their capital internally. Thus the rate of 
return is necessarily geared to the neces- 
sity of attracting capital for expansion, 
he stated. 


HILE the federal tax statute did not 

expressly prescribe the regulatory 
intrastate rate-making or accounting 
treatment for utilities using liberalized 
depreciation, it was contended that regu- 
latory bodies should recognize and give 
effect to the congressional desire to aid 
utilities in their efforts to attract capital 
for plant expansion. Reasonable return 
would thus include an increment to at- 
tract capital and this becomes an integral 
part of cost of service. The additional 
funds generated internally from the use 
of accelerated depreciation, he concludes, 
represent “interest-free” capital paid in 
part by ratepayers as part of the cost of 
service, and afforded by Congress as a 
“loan” to taxpayers through postpone- 
ment of income tax payments. 
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The commissioner discusses at some 
length the testimony of Dr. Robert Eis- 
ner, who was employed by the commis- 
sion, and Dr. Herbert B. Dorau, repre- 
senting the Cincinnati Gas & Electric 
Company. 

% 


Five-year Nonrefundable 
Feature Used in Many 
Bond Offerings 
nN the Edison Electric Institute conven- 

tion in June, Vice President Conk- 
lin of the Guardian Life Insurance Com- 
pany pointed out that the large insurance 
companies, as a rule, are no longer big 
buyers of new utility bond issues, having 


4 


been disillusioned in 1953-54 when many 
of their utility bonds with improved yields 
were suddenly redeemed. As a result the 
insurance companies have been “demand- 
ing” nonrefundable provisions covering 
a period of five years or more in new 
utility bond issues, as the possible price 
of their participation. 

It seems to have been increasingly the 
practice this year to offer bonds which 
are nonrefundable (rather than noncall- 
able) for five years from the date of 
issue. Of 78 electric and gas bond issues 
tabulated in our monthly tables covering 
eleven months through November, 28 car- 
ried the provision. The tables did not in- 
clude telephone issues. 


FINANCIAL DATA ON GAS UTILITY STOCKS 
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Pipeline and Integrated Systems 


Ala.-Tenn. Nat. Gas .... 
American Nat. Gas 
Ark. Louisiana Gas 
Colo. Interstate Gas .... 
Columbia Gas System ... 
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Consol. Nat. Gas 
El Paso Nat. Gas 
Equitable Gas 
Houston N. G 
Kansas Nebr. Nat. Gas .. 
Lone Star Gas 
Miss. River Fuel 
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Mountain Fuel Supply .. 
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Retail Distributors 
34 S Alabama Gas 
68 O Atlanta Gas Light 
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— Divs ‘A ae Po eee oo 
y Fe e n e Earn. 
(Continued) ae we Re fe ee tena ee 


Berkshire Gas 1.00 1.21Au D7 
Bridgeport Gas 1.68 2.11Se 
Brockton-Taunton Gas .. 1.00 1.22De 
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Central Elec. & Gas .... 1.20c 1.95Se 
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FINANCIAL DATA ON TELEPHONE, WATER, AND TRANSIT STOCKS 


Appros. 

— Divi- Recent Per Cent Increase Price- Div. = awed 
Price dend pres. Share In Share Earn. Earn. Pay- Stock 
About Rate seld Earns. Recent 5S-yr. Aver. Ratio out Equity 


Communications 
American T. & T. (Cons.) 96 $3.30 Y f 8% 4% yo 6 
Bell Tel. of Canada 48 2.20 ‘ B 12 — 20.0 
Cin. & Sub. Bell Tel. ... 4.50 i , 8 2 16.7 
Mountain Sts. T.&T. .... .90 : : 15 7 17.3 
New fag. T.GT. ......+ 172 : ; 6 7 163 
Pacific T.&T. 1.14 . : 6 6 18.8 
So. New Eng. Tel. ...... : : i D3 5 18.7 


7% 4% 179 


Independents 
Anglo-Canadian Tel. .... : : R 21% 12.4 
presen Gol. Tel. 2.6.6.6 7 ; ¥ 2.84Se 8 oa 16.5 
elit: iret: LO cscs cs 
Calif. Water & Tel. ..... 
Central Tel. 
Commonwealth Tel. 
Florida Tel. 26 
General Tel. & Elec. .... 26 
Hawaiian Telephone . 
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Appros. 
a _. R 4? Cone Pucranee nl | son Common 

inue rice *% e Earn. arn. C5 toc 
(Continued) About Rate Recent 5-yr. Aver. Ratio a Equity 


Inter-Mountain Tel. .... 16 
Puerto Rico Tel. ........ 48 
Rochester Tel, ......... 22 
Southwestern St. Tel. ... 26 
Tel. Service of Ohio .... 28 
United Utilities 45 
West Coast Tel. ........ 27 
Western Union 42 
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Water Companies 
Holding Companies 


American Water Works . 


* 
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Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service ... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 
New Haven Water 
Ohio Water Service 
Pennsylvania Gas & Wer. 
Phila. & Sub. Water .... 
Plainfield Un. Water ... 
San Jose Water 
South. Calif. Water .... 
Southern Gas & Water .. 
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Transit Companies 


Baltimore Transit 

Cincinnati Transit 

Fifth Ave. Lines 

Greyhound Corp. ....... 
Nat. City Lines 

Niagara Frontier Trans. 14 
Pittsburgh Rys. 

Rochester Transit 

OR Oe 
Dwitt CY WR, 1. snes. 12 
United Transit 


i 
_ 
PS 


$1.02De 72% 
21De 193 
.23De — 

181De D5 
2.22De 33 
.76De 


1.08De 
.77De 
.59De 
.89De 


tA 
& 
on 
Voke +) 


SBSERSSSSE | 


—y 


55 
90 
79 


37 
104 


170 
79 


52% 2% 113 81% 


NKR 
— 
ahh eed 28 
ANd | 


ONOOYSFOWUNNDGOO 


00 COUN BO UTD wo 

UwoOU HAUS | 

wll ll iilat | 
ne 

Doron 

USGin | 


a 
in 
R 


A—American Stock Exchange. O—Over-counter or out-of-town exchange, S—New York Stock Ex- 
change, Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—Au- 
gust; Se—September; Oc—October; N—November; De—December. *Deferred taxes resulting from lib- 
eralized depreciation are not normalized. If normalized, the price-earnings ratio would be higher, and the 
rate of increase in share earnings would be smaller. {On average shares. D—Decrease. a—Also 10 per 
cent stock dividend October 24, 1960. b—Also 2 per cent stock dividend September 30, 1960. c—Also one- 
half per cent stock dividend October 31, 1960. d—Also 1 per cent stock dividend quarterly (included in 
yield). e—Also 3 per cent stock dividend January 7, 1960. f—Regular annual 2 per cent stock dividend included 
in yield. g—Stock split 5 for 4 to stockholders of record October 11, 1960. m—Also 10 per cent stock dividend 
January 15, 1960. q—Indicated new rate after 8-for-1 split July 15, 1960. r—Also 40 ner cent stock dividend 
June 13, 1960. s—One share of 111 Realty Corp. common for each 10 shares held. Paid March 31, 1960. 
t—Paid to date. u—Twenty per cent stock dividend paid January 15, 1960. v—Also 3 per cent stock dividend 
payable January 6, 1961; similar dividend was paid January 7, 1960. w—Also 1 per cent stock dividend 
payable December 31, 1960. x—Also 124 per cent stock dividend payable October 7, 1960. NC—Not com- 


parable. 
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What Others Think 


Tax Favoritism and Co-operatives 


HE November-December issue of the 

Harvard Business Review contained 
an article by Harry G. Guthmann, en- 
titled “Tax Favoritism to Co-operatives.” 
Mr. Guthmann is professor of finance at 
the Northwestern University School of 
Business, He is the author of several text- 
books and from time to time contributes 
to various financial journals. 

At the outset of the article, Mr. Guth- 
mann makes it clear that all too often dis- 
cussions regarding tax treatment are 
carried on in such generalities that the 
listener is not only unimpressed but also 
uninformed. He states that the co-opera- 
tive and the publicly owned utility, upon 
close inspection, will form a basic pattern 
for studying other areas where tax 
favoritism creates a competitive problem. 

Consumers’ co-operatives, of the urban 
or retail type, have not found a great deal 
of popularity in this country. Chain stores 
and mail-order houses have tended to in- 
hibit their growth and Mr. Guthmann be- 
lieves that the American people have a 
“lesser devotion” to the principle of non- 
profit co-operation than do some Euro- 
pean nations. He states that an urban co- 
operative resembles a chain store and un- 
like the farm co-operatives it is sub- 
ject to income tax on amounts earned 
and paid on its members’ stock. He states: 
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Because net profit margins are small 
in the chain grocery field, the tax ad- 
vantage enjoyed by the consumers’ 
co-operative in shifting profits to 
“patronage refunds” (when measured 
as percentage price reductions) is 
small. For example, in 1958 and 1959, 
net profits of major food chains 
amounted to but 1.4 per cent of sales.’ 

With the federal income tax about 
equal to the net profit margin, these 
percentages would constitute the maxi- 
mum competitive advantage from com- 
plete exemption from income taxes. 
Shoppers would probably find it diffi- 
cult to detect differences between co- 
operative and chain store prices result- 
ing from any tax differential that ran 
even to 3 per cent or 4 per cent of sales 
on low-price grocery items, many of 
which sell for less than a dollar. 


r Mr. Guthmann’s opinion the savings 
achieved at an urban co-operative are 
made to seem more substantial because 
they are made in a lump sum rather than 
being spread over many small purchases. 
Customers may also fail to realize that the 
efficiency of operation of the profit-seek- 


1 Business and Economic Conditions, New York, 
First National City Bank, April, 1960. 
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ing store may outweigh both the element 
of profit margin and income tax. 

Farmers’ co-operatives resemble the 
consumers’ co-operatives; however, they 
do receive more favorable tax treatment. 
Mr. Guthmann states that for this reason 
it is probable that their profit potential 
to members is greater. When properly 
qualified, earnings, whether paid out as 
patronage refunds or as limited divi- 
dends, are exempt from the corporate in- 
come tax. Members of farm co-operatives 
enjoy the advantages of the corporate 
form of organization without having to 
pay the tax price. Double taxation is 
avoided, whereas corporations pay taxes 
first on corporate earnings, and then on 
dividend distributions received as per- 
sonal income. 

In relation to prices, Mr. Guthmann 
notes that under existing tax law, a cor- 
poration earning $25,000 net income (on 
which the tax rate is 30 per cent) must 
earn $2.08 to cover income tax and gain 
$1 of net profit. This burden, he notes, 
climbs as a percentage of sales, as the 
amount of equity capital per dollar of 
sales increases. Income taxes increase as 
a handicap in price competition since a 
larger percentage of the sales dollar is 
needed to provide net income for return 
on capital. 

Electric, gas, and telephone industries, 
Mr. Guthmann states, have the largest in- 
vestment per dollar of sales and a low 
capital turnover. Consequently they suffer 
most in any sort of comparison of prices 
between taxed and untaxed corporations. 


M: GUTHMANN observes that co-op- 
eratives usually state that their 
policy is to charge customers the going 
prices of competitors. Net income, there- 
fore, should flow purely from the use of 
capital funds and managerial skills, and 
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as in other business co-operatives will 
have varying prosperity. He states: 


. . . If successful, co-operatives may 
choose to distribute a part or all of 
their net income as patronage dividends 
rather than as stockholders’ dividends. 
That is their right. But if this patron- 
age distribution is from net income of 
the same economic nature as that on 
which their competitors are taxed, 
where is the equity here? Tax treat- 
ment should be similar and business 
survival should not be determined by 
tax favoritism. 


Should the law or its administration 
change so that patronage dividends would 
be treated as part of the co-operative’s 
taxable income, a solution for the co- 
operative, Mr. Guthmann believes, would 
be the adoption of price reductions, This, 
too, would be a more straightforward 
price competition and would give a clearer 
impression of the efficiency of operation. 
Under year-end refunds the customer is 
never sure of his dividend because it de- 
pends on net profits calculated at the end 
of the fiscal year. Mr. Guthmann states 
that some co-operatives are unwilling to 
abandon patronage refunds in favor of 
straight price reductions because the re- 
fund is an attractive merchandising de- 
vice. However, he believes that they also 
wish to continue the practice because 
earnings finance growth for the co-opera- 
tives as well as they do in the investor- 
owned business. 


Posing aps have discovered a device 

that has substantially done away 
with dividends on stock and has permitted 
the channeling of profits into patronage 
refunds. Instead of paying dividends in 
cash, deferred participation certificates 
(called “letters of advice” or “revolving 
fund certificates”) are given. These cer- 
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tificates qualify as distributions but they 
leave the profits in the business to supply 
equity capital, 

Regarding this system, Mr. Guthmann 
states: 


The capstone to this tax avoidance 
arrangement came when the courts de- 
cided that the deferred patronage divi- 
dend certificates were not taxable in- 
come to the recipient until such time as 
they were paid off, regardless of 
whether that recipient was on a cash 
or an accrual basis of accounting.’ 
Those familiar with the primary place 
occupied by retained earnings in fi- 
nancing business outside of the utility 
field will appreciate the extraordinary 
advantage of such a scheme. 


se a business scheme can also be used 
to acquire a tax-paying business on 
the instalment basis, if the vendor is will- 
ing to take notes such as the certificates 
which are payable out of profits. Mr. 
Guthmann states that since the purchas- 
ing co-op does not pay a federal income 
tax it has twice as much net income to 
retire any notes given for property as an 
ordinary corporate buyer. This enables 
the instalment period to be reduced by 
one-half and places the co-op in the posi- 
tion of a preferred buyer. Then, too, be- 
cause the co-op has twice as much net 
income available it can afford to pay more 
to acquire a business than can the ordi- 
nary competitor which does not enjoy 
tax exemptions. It is noted by Mr. Guth- 
mann that a U. S. Department of Agri- 
culture study reveals that of $847 million 
of gross equity capital of 1,157 reporting 
co-operatives, 58 per cent was reported as 
revolving fund capital. Clearly, he states, 
these co-operatives are big business. 


2 Long Poultry Farms, Inc. v. Commissioner, 249 
F2d 726 (4th Cir. 1957) and Commissioner v. 
Carpenter, 219 F2d 635 (5th Cir. 1955). 


M®* GUTHMANN observes that the 
burden of local taxes is more 
significant for utilities since the utilities’ 
taxed property investment is larger rela- 
tive to revenues than other industries. He 
believes that the average investor-owned 
electric utility could reduce its prices 
about 20 per cent if it were subject to the 
nominal tax burden of the average pub- 
licly owned utility. Or to reverse the 
figure, he believes that the publicly owned 
utility would have to raise rates by 25 
per cent if taxes were increased to the 
proportion of the investor-owned utilities, 
It is ironic that the customers served by 
investor-owned utilities pay taxes for 
federal projects such as the Tennessee 
Valley Authority and Bonneville, while 
the municipal customers of these projects 
pay nothing in federal income taxes. 

The scope of the advantages enjoyed 
by the co-operatives is brought home 
when Mr. Guthmann, commenting on 
overall inequalities states: 


For the municipal utility to be 
placed on a comparable basis with the 
investor-owned utility, it would have 
to pay the regular federal income tax, 
local property taxes, give up tax- 
exempt status for its bond issues, and 
pay the municipality a return on the 
accumulated municipal equity. It would 
also have to pay increased amounts for 
the power it purchases from tax- 
favored federal power projects. Even 
if tax equality is achieved, co-operative, 
mutual, and publicly owned companies 
would continue to enjoy a substantial 
advantage in their accumulated owned 

. capital on which no dividend return is 
likely to be demanded, leaving more 
substantial amounts of net income to 
be retained for growth. 


Mr. Guthmann warns that any effort 
on the part of a businessman to 
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move against these tax privileges is like- 
ly to call down potent political forces. 
As an example of the strength of the co- 
operative backers, Mr. Guthmann notes 
that an attempt of the Rural Electrifica- 
tion Administration to increase the 2 per 
cent interest rate on its borrowings was 
defeated in 1959. Strong voices in the 
halls of Congress support the various tax 
advantages afforded the co-ops and some 
members of Congress attack any proposal 
which would give even limited advantages 
to investor-owned groups while failing to 
see the vast tax advantages that co-op- 
eratives enjoy. 

Mr. Guthmann believes that a program 
of tax equality among competing busi- 


ness is essential if we are to provide goods 
and services from the most economical 
combinations of labor, resources, and 
capital. He notes, in a most realistic vein, 
that even if these tax-exempt groups 
were made to bear their full share of the 
tax burden, we cannot expect them to dis- 
appear. The co-operatives have mature 
management and great size and _ this 
should enable them to compete effectively 
even if paying a full share of taxes. 
Equal tax treatment, he believes, would 
reduce the handicap now placed on in- 
vestor-owned business. However, the co- 
ops would continue to bask in certain ad- 
vantages built up from accumulated tax 
privileges of past years. 





Water Held Adequate for Future Needs 


N the past few years we have heard 

increased concern voiced over the pos- 
sible shortage of water that the United 
States may experience in the years ahead. 
The federal government is now sponsor- 
ing an extensive program to determine 
just which type of salt water conversion 
plants will be best suited for specific geo- 
graphic areas with their individual saline 
or brackish water problems. In the light 
of all this concern and research, it is in- 
teresting to note that Dr. Richard Hoak, 
head of the American Iron and Steel In- 
stitute’s water resources research project 
at the Meilon Institute in Pittsburgh, has 
just recently stated that we have no worry 
about a water shortage either now or in 
the year 2000. 

Dr. Hoak made this statement in a 
speech before the fifteenth engineering 
conference of the Technical Association of 
the Pulp and Paper Industry meeting at 
the Robert Meyer Hotel in Jacksonville, 
Florida. He stated that of all the water 
used in the United States only about one- 
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third is in reality consumed. Thus, he 
maintains that surface water is used 
many times over as it flows from its 
source to the ocean and the true need is 
only the volume actually consumed by 
such factors as evaporation, manufactur- 
ing products, or other such influences, 
which might temporarily eliminate water 
from the cycle. In this respect he 


stated: 


Unfortunately, those who predict an 
impending national water shortage tend 
to confuse use with consumption, and 
do not realize that most of the water 
withdrawn by industries and munici- 
palities is really reused. 


x example of this “confusion,” which 
Dr. Hoak maintains exists, was 
cited. Recent figures, on the use of water 
in the United States, he stated, suggest 
that the country needs 231 billion gallons 
per day for all purposes. Breaking this 
total down by uses, Dr. Hoak estimates 
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there actually is 100 per cent consumption 
only in rural uses, 10 per cent consump- 
tion in municipal and industrial with- 
drawals, 1 per cent for steam-power gen- 
eration, and 60 per cent for irrigation. 
The total of these consumptions is only 
about 72 billion gallons per day, repre- 
senting the supply of new water really 
needed to support all uses. 

Dr. Hoak stated that rainfall runoff 
to streams amounts to an average daily 
water supply of about 1.22 trillion gallons 
per day, and water engineers believe that 
it may be ultimately economically feasible 
to develop some 635 billion gallons per 
day from this source. 

In spite of these figures Dr. Hoak does 
not dismiss water conservation efforts 
since specific areas may have too much or 
too little water, depending upon the sea- 
son, droughts, and unbalanced regional 
water economics. Local water supply prob- 
lems are often intensified by the increas- 
ingly heavy concentration of industry in 
more populated areas. 


D* Hoak pointed out that the cost of 


industrial water varies widely. 
Larger users generally develop their own 
supply, which can provide water at five 
to ten cents per thousand gallons. Smaller 
industrial units often buy from public 
utilities at costs which vary from 12 to 
28 cents per thousand gallons. He esti- 
mated that industrial withdrawal of fresh 
water forty years hence will amount to 
490 billion gallons a day, or what he 
terms “perilously close to the 650 billion 
gallons a day predicted by water engi- 
neers as the maximum fresh water ulti- 
mately available.” 
However, he stated that by adjusting 
this prediction for water actually con- 


sumed, and including a loss from steam- 
electric power generation (on the as- 
sumption that this industry will continue 
to double its capacity every decade), the 
net volume of water that will be needed 
forty years from now becomes 144 billion 
gallons a day. 

In addition, Dr. Hoak notes that the 
United States Department of Agriculture 
has predicted that increased efficiency in 
the use of irrigation water will reduce 
the volume required by about 20 per cent 
and this would bring the net daily loss 
of water down to 177 billion gallons a 
day, or 18 per cent of the estimated daily 
yield. 


D* Hoak thinks there is good reason 
to believe that reuse of water by 
industry should be one of the most im- 
portant technological developments of the 
next ten to twenty-five years. He said 
that there is sound authority for the pre- 
diction that increasing industrial reuse of 
water will permit twice the present output 
of goods without a significant increase in 
industrial fresh-water demand. 

In spite of Dr. Hoak’s prediction that 
enough water will be available, there is 
little doubt that research on water desalt- 
ing processes, the elimination of evapora- 
tion, and such projects will go on. In 
spite of the projected reuse of water and 
more efficient use of the existing supply, 
the heavy concentration of industry in 
specific areas will no doubt stimulate the 
quest for an economical way to convert 
brakish and salt water into a potable prod- 
uct. A marriage between Dr. Hoak’s con- 
cept of the more efficient use of available 
supplies and low-cost conversion plants 
would seem to be the ultimate solution 
to the perplexing water problem. 
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Power Plant Tour Program a Success 


oe Illinois Power Company has pub- 
lished some of the results of its power 
plant tour program, the first of which 
ended in the spring of 1960. The purpose 
of the program was to achieve the follow- 
ing primary goals: 

1. Acquaint students and teachers 
with the size and scope of Illinois 
Power Company generating plants. 

2. Describe and depict the company’s 
capability to serve the increasing elec- 
trical needs of its present and future 
customers. 

3. To create a lasting impression of 
the company’s rdéle in supplying reason- 
ably priced electrical energy. 


Illinois Power reports that during the 
1959 school year, 6,118 students from 
125 schools toured the company’s four 
plants. They were accompanied by 253 
teachers. 

One of the indications of the program’s 
success is the degree of interest evinced 
by school administrators and teachers in 
forthcoming tours. Schedules introduced 
show 94 schools will send 5,784 students 
on the tours this fall and next spring. The 
tours show signs of becoming one of the 
major events for students, particularly 
for those attending summer school. 


What Tours Are Like 


pea taking the tour receive a brief 
introductory talk by the service area 
co-ordinator of the company and are then 
shown a “Behind the Switch” movie. The 
Illinois Power tour consumes about two 
to three hours. It includes 12 stopping 
points, a question-and-answer session han- 
dled by a plant employee, and box lunches 
which are provided by the company. 
Reddy Kilowatt pins and a souvenir fold- 
er are given to pupils before they go back 
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to school. Most groups are limited to a 
maximum of 50. The usual group con- 
sists of pupils from the seventh or eighth 
grade classes, plus two or three teachers. 
Schools handle their own transportation. 

Among the benefits that have been ob- 
served during the first year of tour activ- 
ity is the mutual regard that develops be- 
tween teachers and company personnel. 
As for students, they enjoy the break in 
routine which such trips provide. Their 
comments indicate that most of them 
gained an indelible impression of power 
plant operation as well as enjoying a day 
away from school. 

Service area personnel found they were 
gaining a better understanding of plant 
and system operation through their par- 
ticipation as guides. 

The cost for the lunches — the major 
direct company expenditure for the pro- 
gram — was about $5,906, or about 80 
cents per individual. 


Some Future Plans 


preg Pow.ER has several projects un- 
der way in an effort to gain greater 
public relations benefits from the plant 
tour program. These include: 


1. Preparation of a question-and- 
answer brochure for use by teachers in 
class sessions after the tours. 

2. Plans for the presentation of cut- 
away plant drawing suitable for fram- 
ing and display in science classes. 

3. Outlining of a shooting script for 
short movie preview to be shown prior 
to the plant visit. 

4. Plans for inviting newspaper and 
magazine feature-story or photographic 
coverage in local press. 

5. Preparation of four-page folder 
for each plant, designed to augment 
souvenir folder. 
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The tour report of Illinois Power also 
includes page after page of complimen- 
tary statements from teachers, principals 
of schools, and students attesting to the 
benefits and value of the tours. Indica- 


tions are that this experiment in plant 
tours will accelerate as time goes on and 
possibly become a permanent public rela- 


tions fixture for the company. 
—J.W.H. 





Shape of Communications to Come 


. engineers today are of 
course engrossed with such spatial 
ideas as microwave and satellite communi- 
cations. But they are also intensively 
working to create equipment that will 
make simple telephoning easier for the 
customer. 

An article in the Blue Bell of Septem- 
ber, 1960, employees’ magazine published 
by The Bell Telephone Company of Can- 
ada, highlights the shape of “things to 
come” in the communications industry 
that should make life more pleasant for 
telephone users. Among them are: 


Intercommunication between phone 
extensions in the home with a wall- 
mounted loud-speaker and microphone 
outside your front door which will al- 
low you to answer the bell and open 
your portal by push button from any- 
where in your home. 


On the office scene, the executive with 
a passion for the personal touch will be 
able to both see and hear, and be seen and 
heard, over an intercity business confer- 
ence circuit—high-grade TV and speech 
of hi-fi quality will do the trick. And, of 
course, the article predicts that DDD will 
go a step further in the next few years 
as person-to-person calls are added to the 
dialable numbers in distant cities. A minor 
wiring change at the central telephone 
office will fix things for you so that any 
telephone number can be given automatic 
telephone-answering facilities. And cen- 


tral offices will be so arranged that you 
can store those numbers you call fre- 
quently; a simple operation of your set 
and the call will be connected for you. 

And most likely, the Blue Bell author 
asserts, you will be dialing numbers with- 
out dialing in the near future as “‘push- 
button” dialing becomes universal. This 
will save time as tests have shown it is 
considerably faster once you have become 
accustomed to it. 


NE of the other possibilities of the 
communications future, it is said, 
will be the pocket telephone. 

And libraries, electronically controlled, 
could be connected to a telephone network. 
If you want a book, you push-button 
dial a code; recorded indexing data will 
be scanned, and by similar means your 
book would be ordered and sent out by 
automatic process. 

Instead of individual service entrances 
into your home for telephone and elec- 
tricity, just one entrance may be required 
in the future to handle telephone, TV, 
and power. Data transmission will be 
developed to the point where it will be 
possible to transfer money and pay bills 
over a communications network. 

Most amazing of all, there is a gadget 
in the works that will be attached to your 
telephone which will allow letters to be 
typed automatically and put into the 
mail. 
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TVA Promotes “Electrofarms” 


= an effort to help farmers use elec- 
tricity more effectively to increase 
farm production, TVA has embarked on 
a new program under which farms will 
be studied by experts in- agriculture and 
home economics. These technicians will 
work with farm families to design a sys- 
tematic plan of electrical improvement on 
the farms and in farm homes, 

Specific goals would be set up so that 
a farmer could purchase and install equip- 
ment in an orderly manner as his budget 
permitted. Farms that participate in this 
co-operative program will be referred to 
as “Electrofarms,’ a TVA spokesman 
said. 

The thinking behind the new venture 
into more efficient farming is that with 
farm sizes increasing, help hard to ob- 
tain, and the cost of materials used on 
the farm going up, mechanization is the 
only solution whereby costs can be cut 
and productivity increased. Electricity can 
play a vital part in such an improvement 
program when harnessed efficiently to 
laborsaving equipment and machines. 


World’s Biggest Atomic Plant 


HAT is expected to be the world’s 
largest nuclear power plant will be 
built in England at a cost of $155 million, 
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The March of 
Events 


according to the British Central Elec- 
tricity Board. 

The contract for its erection has al- 
ready been awarded to a group, including 
English Electric, Babcock & Wilcox, and 
Taylow Woodrow. Cost of the power 
produced by the plant is expected to be 
lower than from any atomic power sta- 
tion now under construction, it was re- 
ported. The plant will boast two 325,000- 
kilowatt units which will be gas-cooled 
and graphite-moderated. Work will be- 
gin in April of 1961 and completion is 
hoped for, including full operation some 
time in 1966. 

Site of the new plant will be at Sizewell 
in Suffolk. 


Fresh Water “Open Sesame”? 


Feng engineer, George Kar- 
nofsky, is optimistic about cooking 
gas being the key which will unlock in- 
exhaustible supplies of fresh water from 
salt water to meet the increasing needs of 
an exploding population. 

He told the American Institute of 
Chemical Engineers at a recent meeting 
that cooking gas—or butane—“appears 
very attractive for the economical con- 
version of sea water to fresh water.” 
Butane, he said, would act first as a re- 
frigerant, then as a melting agent. Sea 
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water would be frozen to slush, the re- 
maining salt sluiced away, and the slush 
melted in a stream of fresh water. 
Karnofsky estimated that 1,000 gallons 
of fresh water could be produced with 
the expenditure of only 26 kilowatts of 
energy. He said studies indicated a plant 
turning out 10 million gallons of fresh 


water daily could be built for $20 million. 
The Chemical Engineers were also 
warned by an Interior Department official 
that the U. S. water problem would be 
acute by the year 2000 when the nation’s 
population reaches 350 million, unless 
something is done to increase conven- 
tional sources of water. 


Alabama 


Rate Hike OK’d 


A™° million rate boost has been ap- 
proved for Alabama Gas Corpora- 
tion by the Alabama Public Service Com- 
mission. The company’s vice president, 
H. P. Jones, said the increase would 
mean about $6 more a year for the aver- 
age customer. Rates for industrial users 
will go up about 10 per cent. The primary 
reason for the rate increase was to pass 
along a boost in prices the Federal Power 
Commission has allowed the utility’s sup- 
plier, Southern Natural Gas Company. 


However, the commission did not allow 
the full amount requested by Alabama 
Gas. It cut off $760,144 from the amount 
asked for, giving only enough to cover 
increased cost of gas purchased. The com- 
mission specified, however, that in the 
event the FPC cuts the amount awarded 
to Southern Natural and thereby reduces 
its prices, Alabama Gas savings must be 
passed along to its customers. 

Alabama Gas, according to Vice Presi- 
dent Jones, is not satisfied with the in- 
crease granted, but will not contest it. 


Arkansas 


Energy Cost Survey 


HE largest natural gas and electric 

utilities in the state have agreed to 
co-operate in a survey of energy costs in 
Arkansas. A state legislator proposed that 
such a study be made upon announcement 
that Reynolds Metals Company was going 
to close its aluminum reduction plant in 


Arkadelphia in January because of ex- 
pensive fuel costs. 

The survey will be conducted by the 
Industrial and Research Extension center 
of the University of Arkansas under the 
direction of Dr. John Peterson, director 
of the facility. Researchers in the center 
have been working on a study of power 
and fuel resources in Arkansas. 


California 


FPC Charged with Improper 
Influence 


HE state of California has charged 
that the Federal Power Commission 
has been unfair to it in the matter of a 
proposed merger of El Paso Natural Gas 
Company with Pacific Northwest Pipeline 
Company. The state has been trying to 


block the merger and asserted that activi- 
ties of El Paso interests have placed it in 
an unknown, disadvantageous position. 
California filed a brief by mail in the 
U. S. district court for the District of 
Columbia, in which it supported its 
charges by citing the transcript of a hear- 
ing last May before the House Subcom- 


JANUARY 5, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


mittee on Legislative Oversight. Said the 
state, “The commission denied California 
due process, and committed error by vir- 


tue of one-sided conversations, off the 
record, with representatives of the ap- 
plicants.” 


Florida 


Gas Rates up 8 Per Cent 


ee natural gas rates went up 
8 per cent in Miami, Florida, in 
December. Two pipeline subsidiaries of 
Houston Natural Gas Corporation, 
Coastal Transmission Corporation and 
Houston Gas & Oil Corporation, boosted 
their rates subject to refund should the 
commission rule that any or all of it was 
not justified. An FPC spokesman said it 
might be several months, or even a year, 
before the increase is ruled on. 


The hike in rates by the two companies 
was based on an alleged need for a 7 per 
cent rate of return instead of the present 
6 per cent. Also, higher pipeline construc- 
tion costs than were originally estimated 
were the big factor in making higher rates 
necessary. 

The gas rate boost is expected to cost 
Florida distributors $1,341,000 more than 
present rates, but no decision has been 
made whether the increase will be passed 
along to the consumer. 


Illinois 


Seek Regulation of Co-ops 


wo investor-owned electric utilities 

are trying to get the Illinois Com- 
merce Commission to take control of the 
rates, finances, and operations of three 
rural electric co-operatives on the theory 
that the co-ops “no longer consider it 
their sole function to bring electric serv- 
ice to farmers.” 

The utilities that filed a motion with 
the commission are Illinois Power Com- 
pany and Central Illinois Public Service 
Company. They contend that the co-ops 


“are no longer farmers’ co-ops” because 
half of their members are not farmers. 
They also say the co-ops’ “competition 
with established, regulated utilities is con- 
trary to public policy.” 

The co-ops in question are Egyptian 
Electric Co-operative Association, South- 
ern Illinois Electric Co-operative, and 
Southeastern Illinois Electric Co-opera- 
tive. All three co-ops expressed a de- 
termination to resist regulatory control. 

ICC officials are wondering whether 
they can compel the co-ops to reply to the 
utilities’ petition. 


Texas 


Pipeline Expansion OK’d 


be FPC has authorized Trunkline 
Gas Company of Houston, Texas, 
to expand its pipeline system by 95 mil- 
lion cubic feet of gas daily. Of this 
amount, 42.5 million cubic feet have been 
earmarked for Laclede Gas Company of 
St. Louis. In order to bring the gas to 
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Laclede, Mississippi River Transmission 
Corporation, a newly organized sub- 
sidiary of Laclede’s primary supplier, 
Mississippi River Fuel Corporation, was 
authorized to build a 94-mile pipeline 
from St. Louis to a point near Johnson- 
ville, Illinois, where it will tap the ex- 
isting line of Trunkline Gas Company. 





Progress 
of 





Regulation 








Trends and Topics 


Proper Period for Amortization of Rate 
Case Expense 


i bw cost of preparing and conducting a rate case is generally recognized 
as a legitimate operating expense. One question as to which there has 
been some difference of opinion is the proper length of time for amortiza- 
tion of such expenses. A decision on this question involves a consideration 
of various factors, such as past experience and changing conditions in periods 
of rising prices. The subject of rate case expenses as an operating charge 
is discussed in 59 Pusiic Utitities FortNiGHTLy 937 (June 20, 1957). 
There it is noted that a five-year period of amortization is customary, but 
that periods from two to ten years have been approved. 


Recent Views on Amortization Period 


The Kansas commission amortized rate case expenses of Southwestern 
Bell Telephone Company over a five-year period, and it included in this amorti- 
zation salaries of employees devoting their entire time to rate case prepara- 
tion (34 PUR3d 257). The commission said it is a generally accepted 
principle to amortize rate case expense over a period of years, depending 
upon the historical frequency of such expense. 

But the Indiana commission, in the General Telephone Company case, used 
a four-year period instead of two years as proposed. The commission said the 
two-year period was unduly pessimistic for a telephone company of the strength 
and size of General Telephone (35 PUR3d 77). The same commission, 
however, used a three-year period in the Indiana Gas & Water Company case 
(35 PUR3d 32). 

The Wisconsin commission allowed only one-half of the expense in a 
current case of General Telephone Company, noting that recent past ex- 
perience indicated that the company had applied for revised rates about 
every two years (34 PUR3d 497). 

The New Jersey commission recently adopted a five-year amortization period 
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for Toms River Water Company, instead of a three-year period as proposed 
(35 PUR3d 490). The commission, in an earlier case, thought it more 
reasonable to amortize rate case expense of Monmouth Consolidated Water 
Company over a ten-year period than a five-year period where the last increase 
had been granted ten years ago and a prior increase ten years before that 
(32 PUR3d 346). Previously the commission had approved a six-year period 
for one water company (7 PUR3d 288), a five-year period for two other water 
companies (18 PUR3d 79; 18 PUR3d 445), a ten-year period for another 
water company (9 PUR3d 385), and a five-year period for a telephone com- 
pany (14 PUR3d 212). 

The Oregon commissioner, noting that Pacific Power & Light Company 
was engaged in a rate proceeding for the first time in about fifty years, fixed 
the amortization period at ten years (34 PUR3d 36). The company had 
proposed a five-year period. 

The Ohio commission recently refused to amortize rate case expenses of 
the Ohio Water Service Company over a two-year period and adjusted the com- 
pany’s claim to reflect a five-year amortization period (35 PUR3d 385). 

The Connecticut commission decided that an electric company’s payments 
to professional consultants engaged to make special rate studies should be 
amortized over a five-year period, since this was an unusual and nonrecurring 
expense (34 PUR3d 398). 


Other Rulings on Proper Period 


A five-year period was approved by the Illinois commission for a water 
company (26 PUR3d 497) and a four-year period for a gas company (27 
PUR3d 209) in 1959. 

The Missouri commission approved a three-year period for an electric com- 
pany (8 PUR3d 490), and for a water company (19 PUR3d 113; 20 
PUR3d 195). 

A five-year amortization period has been approved in decisions by commis- 
sions in California (9 PUR3d 209), Colorado (22 PUR3d 272), Maryland 
(15 PUR3d 475), Michigan (24 PUR3d 278), Pennsylvania (32 PUR3d 
113; 33 PUR3d 177), Utah (27 PUR3d 30), Vermont (35 PUR3d 100), 
Washington (29 PUR3d 308), and Wisconsin (32 PUR3d 124). 





Review of Current Cases 


Constitutionality of Utility Relocation 
Reimbursement Statute Upheld 


HE Montana supreme court upheld facilities upon public highways. A con- 
the constitutionality of a statute re- tention that the statute would result in a 
quiring the state, through the highway substantial diminution of highway funds 
commission, to reimburse private and co- and that the utility companies of the 
operatively owned utilities for relocating state, whether privately, publicly, or co- 
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operatively owned, would be given a “free 
ride” was held untenable. 

First, pointed out the court, the statute 
applied only to relocation of facilities on 
federal aid primary, federal aid second- 
ary, and interstate systems. Second, re- 
imbursement was to be made only after 
the highway commission had determined 
the necessity for the relocation. Third, 
utilities were not to receive complete re- 
imbursement, but only 75 per cent of the 
nonbetterment costs. And fourth, utilities 
were not receiving a substantial benefit 
but were merely being protected against 
undue and extreme loss. 


Vested Property Right 


Next, the highway commission argued 
that upholding the constitutionality would 
result in changing a mere permissive use 
of public roads by the utilities into a 
valuable vested property right. Under 
the common law, the court answered, the 
right the utilities acquired by the state’s 
permission to locate facilities in the pub- 
lic ways was not an absolute property 
right. The state in the exercise of its 
police power could require the utility 
companies to relocate their facilities and 
this would not be a taking of property 
in the constitutional sense. 

By changing the common law, the state 
does not necessarily give the utilities a 
vested property right to place their facili- 
ties in the public ways which they never 
had before. It merely recognizes an 
equitable and just right in the utilities to 
be protected against any loss they suffer 
in the event they are required to remove 
their facilities from the public ways by 
an exercise of the state’s police power. 


Cost of Construction 


The cost of relocating facilities made 
necessary by highway construction, 


claimed the plaintiffs, was not inherently 
part of the cost of highway construction 
and the legislature did not by declaration 
make something a cost of construction 
which was not such a cost. The court 
disagreed. In construing a statute, it 
pointed out, the words employed must 
ordinarily be given their usual meaning, 
unless it is made apparent from the con- 
text of the subject that a different one 
was intended. Here, the context showed 
that the usual meaning of “cost of con- 
struction” was not applicable, and the 
legislative definitions, which included 
utility relocation costs, had to be fol- 
lowed. 


Aid to Private Business 


Another contention was that the reim- 
bursement statute violated another state 
statute prohibiting aid to private and co- 
operatively owned utilities in the conduct 
of their business for profit. It could not 
be questioned, countered the court, that 
legislation providing for the construction 
of public highways serves a public pur- 
pose. Therefore, expenditures for the 
cost of constructing such highways did 
not violate the cited statute. Where it 
becomes reasonably necessary to relocate 
utility facilities in order to improve the 
highway for public travel, an expenditure 
of funds to effect such relocation is prop- 
erly a governmental function exercised 
for a public purpose of primary benefit to 
the entire community, not an attempt to 
aid utilities in the conduct of their busi- 
ness for profit. 


Impairment of Contract Obligation 


Next, the plaintiffs maintained that the 
reimbursement statute impaired the obli- 
gation of contracts in violation of the 
state and federal Constitutions. Even if 
the permits issued to the utilities could 
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be construed as imposing upon them a 
contractual obligation to relocate at their 
own expense, the court said, there is 
nothing in the contract clause of the state 
or federal Constitutions which prevents 
abrogation of a contract by the contract- 
ing party. The constitutional prohibition 
impairing the obligation of contracts pre- 
vents the state from unilaterally abrogat- 
ing contracts which it has entered into, 
but it does not affect the validity of 
statutes releasing obligations to the state. 


Extra Compensation 


Plaintiffs claimed that the reimburse- 
ment statute, by allowing extra compensa- 
tion to the utility after a contract had 
been made, constituted a violation of a 
state constitutional provision that no 
extra compensation could be given after 
services had been rendered or a contract 
made. The type of contract for which 
extra compensation is prohibited, said 
the court, is one which has been awarded 
for work to be performed by a party for 
the state. The utilities had not contracted 
with the state to perform any work for 
it. 

The permits they had been granted 
could not be construed to create any 
contract whereby the utilities were to 


perform any work for the state. 


Extinguishment of Obligation 


The final contention was that the re- 
imbursement statute violated another 
state statute prohibiting extinguishment 
of a debt owed the state except by pay- 
ment into the proper treasury. Implicit 
in the argument was the proposition that 
the common-law duty of the utilities to 
relocate their facilities at their own ex- 
pense constituted an obligational liability 
within the meaning of that statute. 


It cannot be reasonably or logically 
contended that there was created any 
fixed or certain money obligation owed 
by the utility companies to the state, the 
court pointed out. The common-law duty 
of the utilities arose only when and if 
the existing facilities interfered with the 
rearrangement of a highway. It was only 
a contingent obligation to change the 
location of their facilities. The statute 
cited applied only to such obligations or 
liabilities which were capable of being 
extinguished by payment into the proper 
treasury. It pointed directly to a liability 
or obligation which had been reduced or 
liquidated into a definite money account. 
Jones v. Burns et al. No. 10086, Novem- 
ber 16, 1960. 


Tax Expense Allowed on “As Paid” Basis and 
Working Cash Disallowed in Gas Rate Case 


HE California commission held that 

a rate of return of 6.5 per cent on an 
average depreciated rate base was ade- 
quate for Pacific Lighting Gas Supply 
Company, in keeping with the last rate 
decision for this company. Opposing a 
requested return of 7 per cent, support- 
ed in part by a study of 23 natural 
gas-distributing companies in the United 
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States, the city of Los Angeles offered 
evidence bearing on the relative risk of 
operation. This showed that Pacific 
Lighting has but little short-term debt 
and no long-term debt. The company sells 
all of its gas at wholesale to its two af- 
filiated distributing companies, Southern 
California Gas Company and Southern 
Counties Gas Company of California. 
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The proportion of the company’s reve- 
nues derived from fixed charges is now 
greater than it was in earlier years. 


Adjustment for Tax Refund 


The company has paid its income taxes 
for all years on a straight-line deprecia- 
tion basis but recently received a tax re- 
fund based on liberalized depreciation for 
1954 and 1955. The commission indicated 
that, in confurmity with its previous rul- 
ing, income taxes should be computed on 
an “as paid” basis. It deducted “annual 
charges” on the net amount of the re- 
fund, together with interest on a deferred 
tax reserve. 

On this item one commissioner dis- 
sented. He considered the majority to be 
in error in viewing the tax refund as 
money belonging to the ratepayers. He 
observed that the company’s actual rate 
of return in 1954 and 1955 was appreci- 
ably less than the authorized return. Con- 
sequently, the ratepayer, during these two 
years, was getting service for less than 
he should have paid. The commissioner 
was unable to obtain an explanation of 
the “annual charges” deducted by the ma- 
jority, and viewed the interest charge on 
the tax reserve as an undue penalty. 


Working Cash Disallowed 


No working cash was allowed in the 
rate base. 

The state commission pointed out 
that the company serves only two af- 
filiated customers and that both are 
prompt in their payments. It did not ap- 
pear, therefore, that the investors had 
provided any funds for the operation of 
the business for which they were not 
otherwise compensated. This position ap- 
parently sustained the staff’s contention 
that the short revenue collection time and 
the accrual of moneys for income taxes 
made it unnecessary for the investors to 
supply any money for working cash. 

Here, again, the dissenting commission- 
er took a different view. He asserted that 
when a customer pays over money for 
service rendered, he relinquishes title to 
such money and forfeits any interest in 
or control over it. Money in the working 
cash account, said the commissioner, be- 
longs to the company and its stockholders 
and is an integral part of the overall op- 
eration, which includes the physical plant, 
and, therefore, should be allowed in the 
rate base. Re Pacific Lighting Gas Sup- 
ply Co. Decision No. 60428, Application 
No. 41277, July 26, 1960. 


Charges for Colored Telephones 


Pps TELEPHONE COMPANY OF 
NEBRASKA obtained authority from 
the Nebraska commission to establish 
rates and charges for colored telephones 
and colored illuminated dial telephones. 

An initial nonrecurring differential 
charge of $6 was approved for colored 
telephones. 

For colored illuminated dial tele- 


phones a nonrecurring differential charge 
of $5, in addition to a monthly rate 
of 75 cents over the normal month- 
ly rate, was authorized. The commission 
thought the company’s application was 
fair and reasonable and in the public in- 
terest. Re General Telephone Co. of 
Nebraska, Application No. 22472, Octo- 
ber 26, 1960. 
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Area Price Level Fixed for Independent Gas Producers 
In Southern Louisiana and Mississippi 


N an amendment to the recent State- 

ment of General Policy No. 61-1 es- 
tablishing area price levels for independ- 
ent natural gas producers, the Federal 
Power Commission fixed a price level of 
20.96 cents per Mcf at 14.65 psia for 
initial sales in southern Louisiana and 
Mississippi. In its initial statement the 
commission refrained from fixing a price 
level for these areas because the matter 
was then the subject of hearings pursuant 
to Supreme Court decisions. 

The commission has now found it im- 
perative, however, to announce a price 


level in view of a large number of pro- 
posed sales from the area. The new price 
level is intended to operate for sales not 
previously considered by the commission 
in connection with permanent certifica- 
tion. 

The present announcement, it was 
observed, is neither a repudiation of pre- 
vious decisions nor a prejudgment of the 
cases presently being reconsidered upon 
remand from the Supreme Court. Re 
Rate Standards for Independent Natural 
Gas Producers, General Policy No, 61-1, 
October 25, 1960. 


Intercompany Compensation Associated with 
Extended-area Telephone Service Determined 


es five years of controversy between 


The Ohio Central Telephone Cor- 
poration and The Northern Ohio Tele- 
phone Company about compensation to be 
paid by one company to the other in con- 
nection with extended-area service be- 
tween them, the Ohio commission de- 
termined that the compensation due from 
each was the same, one payment offset- 
ting the other. 

For several years extended-area serv- 
ice between Northern Ohio’s Congress and 
Ohio Central’s Wooster exchanges was 
postponed because the companies could 
not agree on the compensation due from 
one to the other. A 1955 commission 
order directing the establishment of such 
service was affirmed by the Ohio supreme 
court (18 PUR3d 31). Apparently, in 
1957 extended-area service was instituted, 
though the companies had still not agreed 
on the question of compensation. In 1959 
the commission held hearings to de- 
termine the question. 
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Theories of Settlement 


The commission discussed three prin- 
cipal theories of settlement, which were 
characterized as (1) the “availability” 
theory, (2) the “assumption of responsi- 
bility” theory, and (3) the “assumption 
of costs in own territory” theory. 

Under the “availability” theory, the 
total costs of rendering extended-area 
service are divided between the companies 
on the basis of the comparative percent- 
age increase in the number of telephones 
added to the local service area of the two 
exchanges. The company which operates 
the exchange containing the smaller num- 
ber of telephones pays the larger percent- 
age of the total costs. The commission 
thought this theory unsound in two par- 
ticular respects: First, it assumes that the 
division of costs between the companies 
should be based on the potential value of 
the service to the subscribers rather than 
the costs of each company in furnishing 
service to the subscribers of the other. 
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Second, the theory is based on the as- 
sumption that, on a comparative basis, 
the extent of the use of the facilities in 
the larger exchange by the subscribers of 
the smaller exchange is greater than the 
use Of the plant in the smaller exchange 
by the subscribers of the larger exchange. 
The commission observed that the facts 
in each case determine whether such an 
assumption is correct. 

The “assumption of responsibility” 
theory is based on the premise that each 
company is responsible to make available 
to its subscribers such facilities as are 
necessary to enable them to make calls 
to all telephones in the adjoining ex- 
change with which extended-area service 
has been established. Since each company 
furnishes all of the facilities in its own 
area, including equipment to terminate 
calls originating in the other company’s 
area, the subscribers of each company 
use the property of the other company, 
for which compensation should be paid. 

Under the “assumption of costs in own 
territory” theory, each company assumes 
the entire cost for facilities within its 
own exchange area, regardless of the 
comparative facilities provided by each 
company to process the extended-area 
service traffic originating in the other 
company’s exchange area. No considera- 
tion is given to the actual or relative use 
each company’s subscribers make of the 
other company’s plant in extended-area 
service calls. This theory rejects the re- 
sponsibility theory and the actual or rela- 
tive use principle. 

Ohio Central contended that it should 
receive payment from Northern Ohio for 
the use made by the latter’s subscribers of 
Ohio Central’s facilities, under the “re- 
sponsibility” concept. Northern Ohio 
urged that it should make no payment to 
Ohio Central, pointing to the principle of 


the “assumption of costs in own terri- 
tory” theory. 


Cost Studies Inadequate 


Rates for extended-area telephone serv- 
ice, which constitutes local service, are 
not joint rates subject to division as with 
joint message toll rates. Compensation 
for the use of one company’s plant made 
by the subscribers of another company 
in extended-area service must be accom- 
plished by a division of the costs associ- 
ated with providing the extended-area 
service. 

Studies presented by the two com- 
panies purporting to show the costs 
of facilities devoted to the use of the 
other’s subscribers appeared to the com- 
mission to be little more than broad 
general estimates, too unreliable to use 
as the basis for an order to one company 
to compensate the other. 

To be worthy of an order requiring 
the difference in the annual charges to 
be paid, said the commission, the studies 
must show proof of costs based on a 
separations study assigning the cost of 
plant to categories and then apportion- 
ing the cost of plant in each category 
among the various operations of each 
company by the application of appropriate 
use factors or by direct assignment. The 
fundamental basis on which such separa- 
tions studies should be made is the use 
of telephone plant in each of the 
operations. 


Traffic and Costs about Equal 


It appeared that extended-area calls 
both ways would use substantially the 
same quantity and a similar type of 
switching equipment, interexchange cir- 
cuits, subscriber loops and telephones. The 
evidence indicated that the telephone 
traffic in each direction was substantially 
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equal. Since the facilities devoted by each 
company to the calls of the other com- 
pany were substantially equal, and the 
telephone traffic in each direction was 
also substantially equal, the commission 
concluded that the cost of the facilities 
of each company devoted to the use of 
the other’s subscribers was not dispro+ 
portionate. Therefore, in this factual 
situation, the compensation from one 


€ 


company to the other would be the same. 

The commission observed, however, 
that if the telephone traffic or the tele- 
phone plant complex of either exchange 
should. change in the future, the compa- 
nies may petition for an order to fix the 
compensation due from one to the other. 
Ohio Pub. Utilities Commission v. Ohio 
Central Teleph. Corp. et al. No. 25,569, 
November 18, 1960. 


Conjunctional Billing Privilege Not Transferable 


HE New York commission ruled that 

a parent corporation was not entitled 
to a continuation of the conjunctional 
billing that a subsidiary corporation had 
received at the time it was consolidated 
with the parent. A tariff: provision 
restricted conjunctional billing to present 
customers on a stated date. 

As a result of the consolidation, title 
to the premises of the subsidiary became 
vested in the parent corporation, which 
contended that it should be treated as if 
it had been a customer prior to the con- 
solidation. In support of this contention 
it pointed to the Stock Corporation Law, 
which provides that.a consolidated corpo- 
ration shall enjoy the rights, franchises, 
and privileges of any consolidating cor- 


= 


poration. It was urged, by virtue of this 
provision, that the parent corporation 
succeeded, upon consolidation, to all the 
interest of its constituent corporation, 
including the privilege of conjunctional 
billing. 

The commission pointed out that the 
privilege of conjunctional billing is not 
transferable. When the subsidiary was 
consolidated, it céased to exist, and the 
privilege was extingtitished at the same 
time. There was nothing to transfer. 
Since the parent was not a customer with 
respect to the subject premises at the 
tariff cutoff date, it was not entitled to 
conjunctional billing. Re Consolidated 
Edison Co. of New York, Inc. Case 
18011, November 9, 1960. 


Revised NARUC Uniform Accounts Adopted 


heseccnggage that uniformity of public 
utility accounting and reporting is 
desirable and in the public interest, the 
Colorado commission adopted the revised 
Uniform Systems of Accounts for elec- 
tric, gas, and water utilities recommended 
by the National Association of Railroad 


and Utilities Commissioners. After 
January 1, 1961, all electric, gas, and 
water utilities, REA co-operatives, and 
municipalities supplying electricity. and 
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gas outside their corporate limits as 
utilities, operating in Colorado, are re- 
quired to follow the prescribed uniform 
systems in keeping books and reporting 
to the commission. 

REA co-operatives may deviate from 
the prescribed uniform system’ with 
respect to accounts’ peculiar to their re- 
quirements, for which appropriate ac- 
counts may be used as prescribed by the 
Rural Electrification Administration for 
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REA borrowers. The commission thought 
it impractical to require the co-operatives 
to reclassify certain accounts merely to 
conform to NARUC classifications. 


Utilities taking accelerated depreciation 
or amortization under § 167 or § 168 of 
the Internal Revenue Code will account 
on their books for depreciation on the 
straight-line basis. With commission 
permission, they may use Accounts 410 
and 411, “Provision for Deferred Income 
Taxes” and “Income Taxes Deferred in 
Prior Years—Credit,” in accounting for 


& 


the tax differential resulting from accel- 
erated depreciation and amortization. 

The commission directed that the Class 
C Uniform Systems for electric and gas 
utilities be applied to all utilities having 
electric and gas revenues of less than 
$1 million. The Class C Uniform Sys- 
tem for water utilities will apply where 
water revenues are less than $250,- 
000. Re Uniform Systems of Accounts 
for Electric, Gas, and Water Utilities, 
Case No. 5187, Decision No. 55302, No- 
vember 1, 1960. 


Year-end Rate Base Helps Offset Attrition 
Of Gas Company Revenues 


ies Wyoming commission granted 
slightly more than $70,000 of a 
$73,000 increase in revenues requested by 
Mountain Fuel Supply Company for 
operations in Wyoming. The commission 
calculated that the additional revenues 
will result in a rate of return of 6.4 per 
cent on a 1959 year-end net investment 
rate base. Rate of return, in the com- 
mission’s opinion, should be related to 
the cost of debt and equity money, the 
risks incident to the company’s business, 
the company’s debt-equity ratio, and the 
anticipation of further inflation. Besides 
these factors, in arriving at the 6.4 per 
cent rate of return the commission took 
into consideration the company’s recent 
cost of 5.25 per cent for short-term bank 
loans. 

It is believed that the use of the year- 
end rate base will partially offset the 
effects of futuré attrition. Since 1950, 
the last test year used to fix rates for 
this company, net distribution plant in- 
vestment per customer has grown from 
$246 to $282, and operating expenses 
have increased substantially because of 
increases in wages, taxes, and cost of 


materials. Distribution and general ex- 
penses have increased approximately 17 
per cent during the ten-year period, while 
revenues per customer have remained 
constant. In 1950 the cost of gas was 
11.9 cents per Mcf as compared with 19.2 


cents in 1959. 

With respect to several proposed 
changes in rate classifications, the com- 
mission observed that industrial users 
are vital to the firm consumers of a gas 
utility since industrial usage keeps the 
cost down for residential and commercial 
customers. To preserve this desirable 
situation, it would be necessary for the 
company to keep the cost of interruptible 
service in line with competitive fuels. 


Allocations Approved 


Mountain Fuel is a Utah corporation, 
serving 2,627 customers in Wyoming, 
about 1.66 per cent of its total customers. 
The company’s book showed the actual 
revenues collected from Wyoming cus- 
tomers and reflected the net investment 
in distribution plant in Wyoming and the 
direct operating. expense associated with 
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such plant. Production and transmission 
facilities of the company are devoted to 
service in both Utah and Wyoming, 
necessitating allocation. 

The commission approved the com- 
pany’s allocation of production plant and 
production expense to Wyoming opera- 
tions on the basis of the volume of gas 
sold in the state, except for one item of 
purchased gas allocated on a demand 
basis. 


Transmission plant and _ associated 


expenses were allocated on a composite 
volume and demand basis, adjusted for 
length of haul of gas. The company’s 


e 


load factor in the two states is similar. 

Mountain Fuel has charged a major 
portion of the cost of reconditioning and 
rehabilitating transmission lines to oper- 
ating expense, with the balance going to 
plant investment. The commission ap- 
proved this accounting procedure, for the 
purposes of this proceeding, noting that 
it would ultimately result in benefits to 
Wyoming consumers. It was observed, 
however, that this procedure, along with 
depreciation rates, should be further ana- 
lyzed for any future rate proceeding. Fe 
Mountain Fuel Supply Co. Docket No. 
9121, Sub 1, November 7, 1960. 


Electric Company Entry into Co-operative Territory 
Disapproved for Failure to Show Public Need 


_ mere filing of an application for 
a certificate to render regulated util- 
ity service is not a sufficient reason, stand- 
ing alone, to grant a certificate, the 
Missouri commission declared. Empire 
District Electric Company sought permis- 
sion to extend regulated electric service 
into a contiguous area being served in 
part by the municipal plant of Springfield 
and in part by three REA co-operatives. 
The company sought principally to serve 
industrial users, both existing ones and 
new ones as and when they may move in. 
The application was protested by the un- 
regulated municipal and REA systems. 

Empire, a company of substantial size 
and resources, amply showed that it was 
able and willing to construct necessary 
facilities and furnish service in the con- 
tested area. Moreover, it appeared to have 
ample capacity for the proposed service, 
with nearby lines ready to be tapped. The 
company urged that a public need existed 
for its service, pointing out that some 
fifteen new industries have located in re- 
cent years on the line between the con- 
tested area and the city of Springfield. 
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Future industrial growth in the area was 
envisioned. Empire disavowed any inten- 
tion to raid customers of the Springfield 
plant and would not duplicate the co- 
operatives’ facilities to serve their patrons. 
It was contended that future development 
of industry in the area demanded fully 
developed firm power available in ade- 
quate quantities under commission regu- 
lation. 

Testimony on the part of the protesting 
municipal and REA systems indicated, 
however, that no one in the area who 
asked for electric service was denied it. 
They contended that existing service was 
adequate. Empire, for its part, offered no 
customer requests for service. 


Public Need Not Shown 


The commission ruled that Empire’s 
application must be denied for failure to 
show a public need for the proposed serv- 
ice. This is not necessarily true, said the 
commission, merely because there are 
other electric services available in the 
contested area but for the reason that the 
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evidence offered by the applicant simply 
did not show a public need. Moreover, 
since there were no requests by customers 
for electric service, it was not necessary 


e 


to decide whether the service furnished 
by the municipal and REA systems was 
adequate. Re Empire Dist. Electric Co. 
Case No. 14,424, November 3, 1960. 


Competitive Charter Service Rights of Bus Company 
Determined on Appeal 


HE Florida supreme court ruled that 

a regular route common carrier of 
passengers is not authorized to perform 
a charter service where neither the point 
of origin nor the point of destination is 
served by the carrier and both points are 
on the route served by another common 
carrier. 

The court quashed a commission 
order dismissing a complaint by Grey- 
hound Corporation charging Service 
Coach Lines, Inc., with unlawfully con- 
ducting a competitive charter service. 
Greyhound had requested a cease-and- 
desist order against Service Coach. The 
commission was directed to enter an order 
in accordance with the court’s opinion. 

It appeared that Greyhound was au- 
thorized to serve both the point of origin 
and the point of destination of the char- 
ter service in question, while Service 
Coach was authorized to service only the 
point of origin. 


e 


Subsection (1) of § 323.14 of Florida 
Statutes provides that a common carrier 
may depart from its authorized routes in 
order to make a charter trip to a point 
outside of such routes if the trip origi- 
nates on the route served by the carrier. 
Subsection (2) of the same section pro- 
vides further that common carriers may 
engage in charter carriage between points 
of origin on its authorized routes and 
other outside points where other carriers 
are not authorized to serve both the point 
of origin and the point of destination. 

The commission had found a conflict 
in the two subsections and determined the 
legislative intent as set forth in the first 
provision. The court held, however, that 
the second subsection limited the first. If 
there is a field for the operation of both 
provisions, said the court, then both the 
court and the commission must so find. 
Greyhound Corp. v. Carter et al. 123 So 
2d 345. 


Power Company Denied Certificate to Serve 
Prison in Co-op’s Territory 


Bes California commission denied an 
application by a power company for 
a certificate to furnish electric service to 
a prison. The prison was located in an 
area exclusively certificated to an electric 
co-operative. 

It is clearly established policy, pointed 
out the commission, that one public utility 
will not be authorized to enter the terri- 
tory of another utility when it appears 


that the existing utility is properly dis- 
charging its duty and obligation to the 
public. 

The law provides that a showing 
that present or future public convenience 
and necessity require or will require the 
proposed construction must be made by 
an applicant for a certificate. Where, as 
in this case, the applicant sought to render 
service within another utility’s territory, 
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it devolved upon such applicant not only 
to show that it was able to and desirous 
of serving the public, but to show that 
the intended intrusion was constructive 
to the public interest and that the existing 
utility was not meeting or would not 
meet the interest of the public. 

The evidence showed that the co-op- 
erative was in fact ready, willing, and 
able to supply service within the area 


7 Pennsylvania commission, in 
granting a water rate increase de- 
signed to produce a return of 6 per cent 
on a fair value rate base, made some 
interesting rulings with respect to the 
treatment of certain land the company 
owned. 

The department of highways had ac- 
quired a right of way through a portion 
of one parcel and had paid the company 
$29,500, of which $17,950 was considered 
by the company as being payment for 
damages, cost of relocating lines and fa- 
cilities, and construction of a drainage 
headway. The entire amount, including 
the facilities’ relocation reimbursement, 
should be deducted from the rate base, 
the commission held. As a factual matter, 
the $17,950 represented an anticipated 
expenditure which was never incurred 
and damages which were never realized. 


No Current Value 


Because of the highway construction, 
an additional 1.5 acres'on the parcel had 
become isolated and had been rendered 
useless. The company engaged a real es- 
tate firm to appraise this segment and 
came up with the resulting valuation of 
$500. The company then transferred that 
amount to an account representing the 
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Commission Rules on Rate Base Treatment 
Of Water Company’s Land 


certificated to it. In particular, it’ was 
ready, willing, and able to supply the 
prison with the desired amounts of power 
at the time required. The co-operative 
was capable of financing and constructing 
the electric facilities to serve the prison. 
It had distribution facilities passing the 
site. Re California-Pacific Utilities Co. 
Decision No. 61126, Application No. 
42437, November 23, 1960. 


cost of property owned by it but not used 
by it in utility service. 

The original cost of the complete par- 
cel, purchased in 1954, was $63,855. 
Since that amount represented the origi- 
nal cost at the time of acquisition, the 
commission held, and since there was no 
showing that any one portion had any 
greater or lesser value than the balance, 
either at the date of acquisition or later, 
it logically followed that any particular 
segment of that land was proportionately 
equal to the total original cost. An arbi- 
trary assignment of claimed “current 
value” at a later date in no way alters the 
original cost status. The company’s ésti- 
mated cost for nondepreciable plant was 
further reduced. 


Acquisition Cost 


The situation was different with 
respect -to properties the company had 
acquired in 1956 and put into service in 
1959. The original cost on the date of 
acquisition was claimed to be $155,259. 
In contrast, the actual cost to the com- 
pany at the date of acquisition was 
$40,000. 

Prior to the date of acquisition, the 
property had been owned by a railroad, 
and the facilities had been used to supply 
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untreated water to steam locomotives. In 
1956, when the .railroad. converted to 
diesel power, the plant was closed. 

In view of the circumstances of owner- 
ship-operation prior to acquisition by the 
water company, it was apparent to the 
commission that the property was not, 
in fact, serving as a public water utility 
under the railroad’s ownership. There- 


fore, the property was first devoted to 
public ‘service after being acquired by 
the. water company, so that the actual 
acquisition cost represented the original 
cost to the company at the time of 
acquisition. Pennsylvania Pub. Utility 
Commission et al. v. Harrisburg Suburban 
Water Co. C. 17340, C. 17320, C. 17326, 
November 14, 1960. 


Group Operating Ratio Set for Florida 
Motor Common Carriers 


HE Florida commission granted a 

motor carrier association a rate in- 
crease which would produce a group op- 
erating ratio of 94.63 per cent for the 
participating ‘carriers. The commission 
considered such a ratio fair and reason- 
able. -. 

Previously, .an interim 2 per cent 
rate increase had been granted. In the 
present proceeding, one of the carrier 
members of the association had requested 
permission ‘not to participate in any fur- 
ther increases. 

The commission denied the carrier’s 
request. Common carrier transportation 
throughout the state would soon be in a 
chaotic condition, the commission pointed 
out, if the rates. for the different carriers 
were not uniform. Of course, no great 
problem would arise if the transportation 
was on-a single line movement and did 
not involve competitive points. But such 
a situation existed only in a very few 
isolated ‘places. For this, and other rea- 
sons, the commission had for a long time 
followed the practice of making freight 
rates for a given class.of carriers uniform. 

It had also. been the commission’s cus- 
tom in general rate cases for motor car- 
riers to treat the operations of all 
participating as a single operation for the 
purpose of determining the desirable op- 


erating ratio for the industry as a whole. 
The commission realized the impossibility 
of achieving a satisfactory operating ratio 
for each participating carrier. Each one 
had, to some extent, different operating 
conditions. The traffic varied, the territory 
served differed in many respects although 
many of the carriers would serve portions 
of the same territory, and operating eff- 
cienciés were nevér the same with any 
two carriers. 

When a composite operating ratio was 
employed for the purpose of determining 
the revenue needs, some individual car- 
riers would have operating ratios above 
and some below the composite figure. To 
the commission, it seemed clear that those 
carriers, whose individual operating ratios 
were above the composite ones found to 
be reasonable, had a responsibility to put 
into effect and practice such economies 
and efficiencies as might be necessary to 
bring their operating ratio more nearly 
in line with the composite one. 

On the other hand, those carriers whose 
ratios fell below the composite for the 
industry .might have achieved that con- 
dition -by. the elimination of services. to 
which the public might be entitled. They 
may have achieved that low operating 
ratio at the inconvenience of the shippers 
and receivers of freight. Any such car- 
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riers, the commission said, have a respon- 
sibility of improving their service to the 
public without additional cost to be borne 


by the public. Re Florida Intrastate Rate 
Bureau, Docket No. 6160-CCT, Order 
No. 5081, November 16, 1960. 





Other Recent Rulings 


Review of ICC Rate. The U. S. court 
of appeals held that it had no basis for 
disturbing the Interstate Commerce Com- 
mission’s result where an assailed rate 
stemmed from the application of inter- 
nally consistent definitions and general 
criteria and the overall result reached was 
not unreasonable. Benson et al. v. United 
States et al. 281 F2d 34. 


Air Carrier’s Service Duty. The U. S. 
court of appeals upheld the CAB’s deter- 
mination that where a carrier is authorized 
to provide competitive service and never 
even attempts to comply, the fact that 


other carriers provide a market with 
minimally adequate service does not dis- 
charge the offending carrier’s obligation 
under its certificate. Capital Airlines, Inc. 
v. Civil Aeronautics Board, 281 F2d 48. 


Service to Freight Depot. The U. S. 
court of appeals held that a railroad is 
not required to obtain a certificate to 
initiate truck and tractor-trailer service 
to a freight depot within a terminal 
district already served by it. Long Island 
R. Co. et al. v. New York C. R. Co. 281 
F2d 379. 


Railroad Switching Charge. The U. S. 
district court held that a switching charge 
published in a railroad tariff was not a 
“lawfully published charge” where the 
railroad was obligated by contract to 


permit another railroad to switch over 
its track at the site of a plant, on an 
alternating basis, without monetary pay- 
ment between the carriers but only service 
in kind. Southern R. Co. v. Louisville & 
N. R. Co. 185 F Supp 645. 


Temporary Injunction. The U. S. dis- 
trict court held that, although a plaintiff 
seeking a temporary injunction for an 
alleged violation of the Interstate Com- 
merce Act need not establish irreparable 
injury, it must establish a reasonable 
certainty of success at the final hearing. 
Long Island R. Co, et al. v. New York C. 
R. Co. 185 F Supp 673. 


Untimely Petition. The Federal Power 
Commission ruled that a petition for re- 
hearing, filed late because it was improvi- 
dently mailed to another federal agency, 
was, nevertheless, untimely filed. Re 
Colorado Interstate Gas Co. Docket No. 
G-13541, October 4, 1960. 


Extended Telephone Service. The Wis- 
consin commission held that extended 
service from a distant telephone exchange 
to a farming community was not war- 
ranted in view of the availability of 
reasonably adequate service from a nearer 
exchange and the high cost of construc- 
tion necessary for service from the distant 
exchange. Re Essex et al. 2-U-5350, 
October 27, 1960. 
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SRE is a business rule of thumb 
“when a firm grows beyond an 
jum point of activity, manage- 
has the alternatives of decreas- 
pperations, hiring additional peo- 
lo handle the influx, or diverting 
b to automatic machines.” 

ifortunately, at times this “point 
ecreasing profit” comes upon a 
suddenly, without notice. In 
instances, it is experienced in 
phase of the operation while 
facets continue to produce prof- 

















Imperial Irrigation District, our 
th has not been an overnight 
omenon. Starting out in 1911 
the facilities and properties of 
lounldering California Develop- 
Company, IID now has grown 
000 miles of canals and 
ich irrigated 440,000 miles 
plus dams and plants to 
ver 278,000 kilowatts. Al- 
ver $14 million dollars in 
rom both power and water 
tered last year. 
ies ahead of I1D—with the 
of the southeast part of 
. still far from reached—is 
of conjecture to impress 
th most imaginative mind. 
our irrigation and power 
mat, plus many of our admin- 
ive activities, have kept up with 
‘sed business through use of 
eri: facilities and tools, in one 
: operation we were able to 
with long-established meth- 
at was in branch payment 
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for many years it was the 
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A Lesson In Optimum Points 
When 40,000 monthly receipts are hand written, 
it's time for a change in the operating system 


by ROBERT F. CARTER, General Manager 
Imperial Irrigation District, El Centro, Calif. 


practice to acknowledge payments 
made in person with hand-written re- 
ceipts. At the end of the day receipts 
were added up, bill stubs totaled, and 
the two figures balanced against cash. 
Then, the day’s cash and receipts 
were sent to the customer account- 
ing office for formal posting to the 
accounts. 

This system sufficed without com- 
plaints or complications and with no 
depreciable drop in efficiency. Prof- 
itably, there was no cause for initiat- 
ing a new procedure. 

However, when the number of 
monthly receipts rose over 40,000, it 
became evident that we had gone be- 
yond the optimum point. It was 
either enlarge the payment office staff 
or go to modern machines. 

We realized that the amount of 
business was not a temporary condi- 
tion. Hence, to prepare for a growth 
in business we chose the latter. After- 
all, merely hiring more people every- 
time business rose would delay rather 
than eliminate the problem. It would 
also soon lead to a payroll for pay- 
ment offices overshadowing our pro- 
ductive operating expenses. 


Finding the Solution 


Once the decision was reached, it 
became a matter of ferreting out the 
unit which would best meet the indi- 
vidual needs of our accounting opera- 
tion. We needed a machine which al- 
lowed us to print a great deal of con- 
trol and explanatory data on each 
receipt. 

Item adding was another pre- 
requisite since many customers have 








several meters and are billed sep- 
arately, yet pay with a single check. 

o avoid confusion, it was also” 
necessary to have both location of the 
payment office and the clerk’s identi- 
fication certified on each receipted 
stub. 

Another necessity was the avail- 
ability of a printed detail tape which 
could be used for control over pay- 
ment office receipts as well as in 
branch accounting. 

Custom built to meet these varied 
requirements was a Victor Adding 
Machine Co. validating register. 
From an economic standpoint, it was 
much more advantageous to have 
these units built to our needs than to 
purchase a ready-built unit with the 
many supplemental features at extra 
cost and with several features which 
we had no need for, but were includ- 
ed in the unit and the price. 

Thirteen of these units were in- 
stalled in our district payment offices. 
Eliminating the need to hire several 
additional clerks, the receipting reg- 
isters make short work of the 40,000 
monthly bills. And, they have yet to 
reach their full potential. 

At the end of the day, a grand total 
is taken and the detail tape and re- 
ceipts are sent to Accounting for 
proper posting. The clerk has only 
to concern herself with a balance of 
cash vs. register reading. 

Satisfied that we have prepared the 
payment offices for an extended pe- 
riod of profitable operation, IID con- 
tinues to look towards its other ac- 
tivities with an eye on the chart which 
fore-warns us of the proximity of the 
point where any further activity will 
result in reduced profits. 

To paraphrase Cervantes, “to be 
fore-warned is to be fore-armed,” 
and IID intends to keep fore-armed 
against the optimum point by the con- 
tinuing use of modern mechanical 
tools. 

(Continued on page 16) 
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Univac Scientific Breakthrough 
Heralds 3rd Computer 
Generation 


THIN-FILM computer memory, a 
major scientific breakthrough, headed 
a list of five dramatic, new data 
processing advances announced re- 
cently by the Remington Rand Uni- 
vac Division of Sperry Rand Cor- 
poration. 

“The development of a thin mag- 
netic film memory capable of per- 
formance outside of the laboratory, 
until this time, has eluded computer 
manufacturers. The Univac break- 
through now makes possible a whole 
new generation of computers that 
operate in nanoseconds, billionths in- 
stead of millionths of a second,” de- 
clared Dause L. Bibby, Remington 
Rand president. Thus, Univac scien- 
tists have opened the way for greatly 
improved performance in commer- 
cial, scientific and military computers, 
he pointed out. 

Thin film computer memory con- 
sists of a series of metal dots, a few 
millionths of an inch thick, made by 
depositing vapors of iron, nickel, co- 
balt, or other ferro-magnetic metals 


or their alloys, on a suitable sub- 
strate, such as a thin glass plate. 

First computer to employ thin-film 
memory, the Univac 1107 Thin-Film 
Memory Computer, was among the 
new products announced. The sys- 
tem, employing thin-film as a control 
memory, was described as the first of 
the third generation computers. This 
computer ranks with the fastest 
super-scale computer systems ever de- 
veloped, Mr. Bibby stated. More- 
over, he added, it is appreciably low- 
er in cost than less advanced equip- 
ment. Typical Univac 1107 applica- 
tions include: scientific computation, 
data and reduction analysis, digital 
communication and switching sys- 
tems, tactical data and control sys- 
tems, and.inventory and scheduling 
systems. Delivery is 18 months from 
date of contract. 

Another new development made 
public was the Univac 490 Real-Time 
System. This communications-com- 
puter network system provides in- 
stantaneous inventory and production 
control data for the first time to 
companies with widely _ scattered 
plants, offices and warehouses. 

The system was also designed to 
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control sales operations, sched 
and dispatching transportation f; 
ties, widespread activities in the 
ties field, operations research 
missile testing. Hundreds of t 
mitting and receiving dev'ces 
tegically located throughout the ¢ 
try can communicate direct} > wit 
central computer solving probifi 
and delivering answers fast enougfie 
control the operation cont: ining 
problem. 

A military version of tie U 
490 Real-Time System, tlhe Un 
1206, also was announced. 

The company also ann: uncedf, 
plans to provide COBOL (| COm#f., 
Business Oriented Langu: ze) aff 
matic compiler systems fo: use| 
Univac computers. Those comp 
provide a means of prczram 
computers in the English lang 
This is the first internat:onal 
guage for programming busi 
problems. The first of these sys, 
is currently in use on the Univa 
at the Univac Engineering Rese 
Center in Philadelphia. Remiy 
Rand officials call their plans 
widespread implementation of @ 
BOL the most dynamic advances 
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How Stone & Webster managemenij. 
experts can help you keep a sharp eye 
on your Corporate Insurance 


Every business can be certain of one thing today... and that 
is continuous change in the risks and hazards of doing business. 
Consultants from Stone & Webster Service Corporation sell 


no insurance, represent no insurance companies ... they are 
prepared to study your company’s insurance requirements, 
examine your existing coverage and report ob/ective’y in 
detail concerning the adequacy of your program. 

Write for a new free booklet called ‘‘Corporate Insurance 
and the Constancy of Change.” It outlines how we can serve 
you in this important area of your business. 


STONE & WEBSTER SERVICE CORPORATION 
90 Broad Street, New York 4, New York 
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if automatic coding for 


- Co. Announces 
isoment of New Sales 
Territory 
t-ishment of a seventh ter- 
section for Mueller Co. 


a: nounced by vice president 
Sales Manager, Dan R. 


Southern section will in- 

ov siana, Mississippi, Ala- 
‘gia and Florida. Robert 
representative for Muel- 

:as been named _ section 
ith headquarters in At- 


n Bulletin Details New I-T-E 
ent-Limiting Circuit Breakers 
And Switchgear 


YSEANCED design features of new 
dn current-limiting circuit break- 
“te detailed in a bulletin just pub- 


by the I-T-E Circuit Breaker 


Be two-color, ten-page bulletin il- 


tes and describes the complete 
bn line which was introduced in 
er. The line combines 200,000 
res interrupting capacity with 
ete range of operation of K- 
low voltage circuit breakers. 
ong the outstanding features of 
mn breakers are high speed pro- 
for high capacity faults, in- 
pneous tripping for medium ca- 
y faults, time delay tripping for 
m and low capacity faults and 
-acting impact trip on high ca- 
y faults. 
e K-Don bulletin carries a com- 
description of the equipment 
information on selection and 
atioul, a section on dimensions 
specifications. 
pies of the new bulletin, #4300- 
ay be obtained by request to 
‘ircuit Breaker Company, 
He nilton St., Philadelphia, Pa. 


th:rn Illinois Gas to Spend 
$215 Million 1961-65 


ERN Illinois Gas Com- 
nstruction estimate for the 
period 1961-65 has been set 
aillion, up $15 million from 


riod 1960-64, according to NI- 


resident Marvin Chandler. 

_ ‘handler and Mr. C. J. 
ter, NI-Gas vice-president of 
€, reviewed the utility’s plans 


and operations at a meeting in Cali- 
fornia of the Security Analysts of 
San Francisco, Monday, December 
12. 

Mr. Chandler explained that ap- 
proximately $9 million of the $15 
million increase in the construction 
estimate will be used for the explora- 
tion and development of underground 
storage facilities, including the pro- 
posed storage reservoir near Crescent 
City (about 90 miles south of Chi- 
cago). 

The construction estimate also cov- 
ers transportation of stored gas to 
the company’s distribution network, 
Chandler stated. 

He said the utility’s construction 


estimate for bringing gas service to 
new customers and to handle in- 
creased space heating business has 
been increased $6 million for the five- 
year period. 

NI-Gas construction expenditures 
in 1961 are estimated to be about $43 
million, Chandler remarked. Ex- 
penditures in 1960 were about $53 
million. 

Approximately $10 million was 
spent in 1960 for construction of a 
pipeline from the utility’s under- 
ground storage reservoir near Troy 
Grove (Ill.) to its distribution net- 
work, Chandler commented in ex- 
plaining the difference in expenditures. 

(Continued on page 18) 








This announcement is under no circumstances to be construed as an offer to sell or as a 
solicitation of an offer to buy any of these securities. 
The offering is made only by the Prospectus. 


NEW ISSUE 


250,000 Shares 


Public Service Electric 
and Gas Company 
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(Par value $100 per share) 


Price $102 per Share 


December 14, 1960 








(Plus accrued dividends from December 1, 1960) 


Copies of the Prospectus may be obtained in any State in which this announcement is circulated from only 
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PROBLEM 
SOLVING 


The consultant’s job is to help solve the 
unusual problem, often the one you could 
handle yourself, if you just had the time. 


If you have a specific problem you would 
like to discuss with the appropriate specialist 
on our 750-man staff, we would welcome the 
opportunity to talk with you. 


Some of our specialized consulting areas 
include: 


Accounting 

Advertising 

Consulting and Design Engineering 
Depreciation 
Economic Feasibility Studies 
Electronic Data Processing 
Financing 

Gas Supply Problems 

General Management 

Industrial Relations 

Insurance 

Marketing 

Public and Stockholder Relations 
Purchasing, Expediting and Inspection 
Rates and Other Regulatory Matters 
Utility Operations 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management Consultants Professional Engineers 


New York,N. Y. Jackson, Michigan 


. 
: S 
id Houston. Texas Washington,D. C.m%) 
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Hotpoint Spends $8 Million On 
New 1961 Appliance Line 


HOTPOINT division of General Electric (| 
spent $8 million for design and engineering imp 
ments, new tools and plant equipment to crey 
1961 kitchen-laundry line. 

In making the announcement William C. Wic 
vice-president, General Electric Co. and geieral 
ager, Hotpoint division, said the eight mil ion { 
expenditure is the largest for any new produc 
in Hotpoint’s 56-year history. 

Mr. Wichman said that of the $8,000,00°:, aps 
mately $2,000,000 was spent for new design: and, 
neering advancements; $5,000,000 for nev, to 
produce the new designs and engineering ac iievey 
and $1,000,000 for plant rearrangement of quip 

Mr. Wichman said he expected industry sal 
1961 to be better than 1960, but refused o m 
prediction as to how much. 

“Tt’s much too early to start making predig 
about our business,” he said, “there are too 
factors that could influence sales during the 
year.” 

He added, however, that the appliance industry 
a strong, healthy industry that had weathered | 
major storm in business history, and would con 
to be the bellweather of American business as w4 
a pacesetter in making homemaking easier and si 
for the American housewife. 


G-E Announces 
New Appointment 


ROBERT M. EICHNER has been named Mani 
Rural Electric System and Municipal Electric U 
Sales of the Electric Utility Sales Operation of 
eral Electric. 

M. F. Kent, Manager-Electric Utility Sales 0; 
tion, said that Eichner would make his headqua 
in Schenectady. 

Until recently, Eichner has been Manager-Co 
nent and Intermediate Distribution Sales Depart 
Houston, Texas. 

A native of East Orange, N. J., Eichner was § 
uated from Lehigh University in 1936 with a Bac 
of Science Degree in Industrial Engineering. 

He joined General Electric in July following § 
uation and was on the Test Program. During ! 
1939, Eichner was assigned to the Fractional Hf 
power Motor Department at Fort Wayne, Ind. 
1939 to 1944 he was with the Industry Control 
partment in Schenectady and then was assigred to 
Antonio, Texas, as Sales Engineer, Apparatus 
Division. In 1948 he was named Manager-.\ppa 
Sales Office, Corpus Christi, Texas, and since 195 
been Manager-Component and Intermediate Dist 
tion Sales Department in Houston. 

Eichner is a member of American Institut: of | 
trical Engineers, and past chairman of the ( 
Christi Section; a member of the Houston E: gined 
and Scientific Society; of the Water Supply and 
servation Committee of the Houston Chamber: of 
merce; Professional Engineer in the State of 1 
and Tau Beta Pi. 
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as Appliance Men See 
Gains In 1961 Sales 
LECAPHIC survey of 576 
rs 0. the Gas Appliance Man- 
trers \ssociation who produce 
if all household, commer- 
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Electric Cy 
neering: imp 
nt to crea 


cent 

F idustrial gas equipment 

im C. Wie - country shows that sub- 

nd gevera hl salcs increases are expected 

nt mil ion ir product categories in 

ew pioduel 

| replies from producers 

00,000, app ‘es indicate shipments in 

lesign: and r will approximate 2,116,- 

T new tog for an increase in free- 

NE ac: uueven models of 13.2 per cent over 

it of quip fou:es, 21.3 per cent in built- 

dustr > salfind ax overall gain of 14.8 per 
used o mM§GA\MA said. 


yrovement in gas central heat- 
quipment sales is expected to 
12.2 per cent, or a total of ap- 
mately 1,318,000 units, with 
ces up 14.6 per cent, boilers 7.5 
cent and conversion burners 
h convert existing coal or oil 
is to gas) up 0.9 per cent. The 
A report pointed out that the 
‘heating picture reflects signifi- 
ras heating gains in new home 
uction and home modernization 
ts. 
ssumption in the second quarter 
> early 1959 rate of new-home 
ng now seems likely,” said Ed- 
R. Martin, GAMA director of 
ting and statistics. “If this oc- 
and home renewal continues at 

60 pace, gas will extend its lead 

e nation’s number one house- 
ge fuel.” 

AM.A\’s gas water heater division 
roduction as likely to total 2,- 
0 units next year. The trade 
said this would represent an 
se of six per cent. 
ther product classifications, 

reported, the outlook is for 

t 586,000 vented recessed wall 

up 4.4 per cent; 1,235,000 
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of direct (room) heating 

: ent, an increase of 3.6 per 

- Control 113,300 unit heaters, up 2.1 per 
id 29,000 duct furnaces, up 

par.tus cent. The only group re- 
yer-.\ppa a possible decrease in 1961 


ince 1999. makers of gas floor furnaces, 
pect a drop of 1.3 per cent. 
vifacturers of gas garbage-and- 
“isposers newest household gas 
20.c@, anticipate a sales increase 
per cent, which would bring 
nstallations to 46,400 units. 
antial, though unpredictable, in- 
es are expected in demand for 
‘Y conditioning units, refrigera- 


RY 5, 1961—PUBLIC UTILITIES FORTNIGHTLY 


tors and lighting fixtures. 

Martin pointed out that, whereas 
there was only one producer of gas 
refrigerators until 1958, there are 
now six, including a few who for- 
merly made only electric models. In 
gas air conditioning, there are now 
at least a dozen manufacturers, some 
of whom concentrate on commercial 
and industrial installations. Revival 
of interest in gas lamps, he observed, 
amounts “almost to a new Gas Light 
Era.” A number of cities, the asso- 
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ciation spokesman said, have gone 
back to gas street lighting, and many 
builders are installing gas lamps on 
lawns, patios and driveways. 

Extensive building and remodeling 
of public eating places, including 
“service areas” on public highways, 
will spur sales of gas commercial 
cooking equipment, GAMA predict- 
ed. There were indications of such 
progress at the recent hotel show in 
New York, where lively gas equip- 
ment sales were reported. 
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In this early machine 
shop screw patterns 
were first traced by 
hand, then threads 
cut by machines 
which are primitive 
by present day 
standards. 
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vs. ONE™ 


This exclusive R & S service is made possible by 
this machine of our invention 


While present day office machines are far from “primitive”, their use 
in compiling rate bill analyses is un-economic and slow compared to 


our “One-Step” Method. 


Tracing the pattern of consumption with our monthly rate-bill 
analyses, puts all the threads for accurate future planning in the hands 
of rate engineers. Besides, this always up-to-date monthly data is 
invaluable in preparing and presenting rate cases. 

Switching over to the “One-Step” Method can be accomplished as 
simply as running an adding machine tape. Full details are in our 
booklet, “One-Step” Method of Bill Analyses. 


Write Dept. U-3 for your copy today. 


RECORDING & STATISTICAL 
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100 Sixth Avenue - New York 13, N. Y. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 
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DAMES & MOORE 


Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo, 

geological, and geophysical investigations for pipeline and transmission line routes, Geological- 

Tae ant ee — cs investigations for recovery and use of marginal land, and for dam 
cons on, 


CHICAGO NEW YORK SAN FRANCISCO HONOLULU 
LOS ANGELES PORTLAND SEATTLE ATLANTA SALT LAKE CITY 














DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











- Design 

- Engineering 

- Construction 
DRAKE & TOWNSEND 


Incorporated 
11 WEST 42ND STREET, NEW YORK 36, N.Y. 


LP-gas 
peak shaving 


EMPIRE GAS and stand-by 
ENGINEERING CO. plants tor 


+ municipalities 
P.O. Box 1738. i + Industry 


f + design 
Atlanta 1. Georgia + construction 





$2 Ford, Bacon & Davis 


Bap VALUATION Fn incors CONSTRUCTION 
REPORTS Gg : RATE CASES 


NEW YORK @ MONROE, LA. © CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N-W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 
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Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New York WESTBURY CLEVELAND 














GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1, N. Y. 

















ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


G cS) GILBERT ASSOCIATES, INC. 








— 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y¥. 














HARZA ENGINEERING COMPANY 


Consulting Engineers 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE e COLUMBUS, OHIO 
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JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Ann Arbor, Michigan NOrmandy 8-7778 








Michigan Theotre Building 











Personalized Piping System Flexibility Analyses 
Piping flexibility studies made with Available on a confidential basis 
Kellogg’s electronic computer, retth to consulting engineers and engineering 


individualized on your company forms. departments. Write for details to: 
POWER PIPING DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 





See Ruljtian o2alion 
ENGINEERS J in Coyoovalion 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 


Utility Management Consultants for past 35 years Specializing in 
GAS CLASS COST ANALYSES for Developmg CLASS RATES aan | 
waa OF RETURN and UNIT COSTS for use in MUNICIPAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 


17 BAYWATER DRIVE DARIEN, CONN. 


N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS-—DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway 













New York 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. CHARLOTTE, N. C. 













Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS | Fi ACCOUNTING, FINANCING, RATES, 
y INSURANCE AND DEPRECIATION 


PURCHASING 
231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 
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© Special Operating Studies A COMPANY IN : _ 
Planning and Design R R A N ( | M : r C. 


Reports for Financing ti ah is be ean t 2 


1025 Connecticut Ave., N.W., Washington 6, D.C. 
61 Broadway, New York 6, N.Y. - 


Economic Studies 
" Regulatory Representation 








SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 











HoT 


SARGENT & LUNDY 
BNGINEERS 
Consultants to the Power Industry 


@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


TUUVUUTA OVATE ELATED 
VUUUTEU UATE LTE 


THEE 





STANDARD RESEARCH CONSULTANTS, INC. 
Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 
345 Hudson St. Warkins 46400 New York 14, N. Y. 











STONE: WEBSTER Ea 
BOSTON 


ENGINEERING CORPORATION — [iat 


SAN FRANCISCO 
DESIGN » CONSTRUCTION - REPORTS + APPRAISALS — 


EXAMINATIONS + CONSULTING ENGINEERING TORONTO 





e * 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2. MARYLAND 
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BURNS & McDONNELL 
Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 





LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building  Indsanapolis, Ind. 


MINER AND MINER 


CONSULTING ENGINEERS 
INCORPORATED 
GREELEY, COLORADO 


Littleton, Colorado 
Tucson, Arizona Phoenix, Arizona 














COFFIN & RICHARDSON, INC. 
CONSULTING ENGINEERS 
ae and Valuations For Regulatory, 

‘am, and Other Purposes 
Rate Case omen ie of Service Studies 


Original Cost and Depreciation Studies 
Rate Design 


88 Devonshire St., Boston 9, Massachusetts 





PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 


Main Office, Pittsburgh, Pa. 
32 Laboratories in Principal Cities 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


remoe, Bek Gl oy. @ a) 
GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ill. 





A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PoweER STATION—INDUSTRIAL— 
COM MERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 S. MICHIGAN AVE, CHICAGO, ILA, 
Angeles 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 


SVERDRUP & PARCEL 
Engineers & Consultants 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis . San Francisco ° Washington 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 


A. W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
Inspecters stationed throughout the U.S.A. 











Jackson & Moreland, Inc. 

Jackson & Moreland international, Inc. 
s and C Itants 
ELECTRICAL—MECHANICAL—STRUCTURAL 

DESIGN AND SUPERVISION OF CONSTRUCTION 
UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 

SURVEYS—APPRAISALS—REPORTS 
MACHINE DESIGN—TECIINICAL PUBLICATIONS 
BOSTON — WASHINGTON — NEW YORK 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 

Public Utilities Fortnightly 

332 Pennsylvania Building 
Washington 4, D. C. 
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Do you have a 
Utility 


problem? 


America is growing. 

Our population is not only increasing 
in numbers, it’s spreading. Industry is 
expanding to meet challenging new 
opportunities. 

And Utilities are faced with enor- 
mous capital expansion to provide for 
the growing needs of industry and 
consumers. 

This is where the Irving can be of 
particular help—by assisting Utilities 


in making the many financial decisions 
incidental to growth. 

Our Analytical Studies, Seminars and 
Round Table Conferences have helped 
many Utilities bring added vitality to 
their capital planning, financing and 
cultivation of the financial community. 


For information, you are cordially 
invited to call our Public Utility De- 
partment at LL 3-2967 or write us at 
One Wall Street. 


IRVING TRUST COMPANY 


tal Funds over $150,000,000 
GEORGE A. MurpuHy, Chairman of the Board 


One Wall Street, New York 1 ‘5; N.Y. Total Assets over $1,700,000,000 


WILLIAM E. PETERSEN, President 


Public Utilities Department—JOHN F. CuiLps, Vice President in Charge 
MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





General Electric reports on developments in...DISTRIBUTION 


General Electric's Permalex™ Insulation 
Takes the Steam Out of an Old Problen 


ACCELERATED AGING of scaled-down her- 
metically sealed insulation systems (above) in 
ovens (below) gives scientists in G.E.'s Insula- 
tion Lab important data on thermal resistance 
and compatibility of materials. 
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in Transformer Desis‘n 


GENERAL ELECTRIC’S PERMALEX INSULATION SYSTEM is 01 20 
the most significant developments in the last 25 years. G tite 
literally, it takes the steam out of the old problem of the) mal 
degradation of insulation systems in distribution, netw ork, 
and medium transformers. 


WATER, formed under higher operating temperatures, ca ise 
deterioration of all insulation components. The wea :est 
link, therefore, until the development of Permalex ins la. 
tion, was kraft paper, whose cellulose structure incli des 
water-forming hydroxy] groups. 


TO MARKEDLY REDUCE WATER FORMATION, scientist: in 
General Electric’s Insulation Materials Laboratory, : fter 
evaluating many alternatives, hit upon cyanoethylatio 1 of 
paper pulp as the best solution. In this process, cyanoe hy| 
groups replace the most weakly held hydroxyl groups on 
the cellulose molecule, altering its chemical structure. Ay. 
droxyl groups which are not replaced have their chemical 
bonds strengthened. 


BENEFITS of this important development are either greater 
transformer loadability or longer transformer life. This is 
true because: 

@ Thermal resistance of kraft paper insulation is increased 
at least 20% in the range of 150 to 175C. 

@ The dielectric life of even the best enameled wire, such 
as Formex* wire, is also increased. 

@ The life of the transformer oil is increased. 

@ Cyanoethylation is a chemical reaction with the kraft 
pulp; it is not an additive or scavenging process with 
materials that can be dissolved out to contaminate the 
oil or induce corrosion of metal. 

@ Cyanoethylated kraft paper is completely compatible 
with all other materials used in General Electric trans- 
formers. 


A 20 PERCENT THERMAL uprating of distribution transform: 
ers originally announced by General Electric scientists in 
1959 now appears to be quite conservative after a year’s 
experience with Permalex insulation. The direct and quanti: 
tative relation of thermal improvements to higher trans: 
former load-ability is of great fundamental importanc:: to 
the industry and may well foreshadow a revision of indu: try 
standards. Meanwhile, you may profitably utilize the hig her 
kva 55°/65° ratings appearing on all General Electric oil- 
filled distribution, medium and network transformers. 

SAVINGS that you can realize with General tiectric dis .i- 
bution, network, and medium transformers can be spe! ed 
out for you by your General Electric Sales Engineer. (¢ all 
him today. General Electric Company, Schenectady 5, N. Y. 


* Trademark of General Electric Co. 407 


GENERAL @@ ELECTRIC 





